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JUST ONE OF 
OUR PRODUCTS... 


Tornado — the world’s most power- 
ful, day or night, all-weather aircraft in 
service today. 

It keeps us in the front line. 

Just like Concorde  supersonic 
airliner, Rapier low-level air defence 
system, 146 the world’s quietest jetliner, 
Giotto which intercepted Halley’s 
Comet, and many others. 

British Aerospace today designs 
and builds more types of aircraft, 
defence and space systems and has 
more collaborative agreements with 
more countries than any other company 
in the world. 


BITISH AEROSPACE 


British Aerospace plc, 11 Strand, London. 


A Tornado F3 Air Defence Variant (ADV) equipped with British Aerospace Sky Flash Missiles of No. 5 Squadron RAF. British Aerospace, as a partner in the 900 
aircraft Panavia Tornado proaramme. has developed ADV together with its missile systems as a lona ranae interceptor. Tornado ADV and its sister Tornado IDS havi 
been chosen or are in service with the RAF, German Airforce. German Navy, Italian Airforce and in Oman, Saudi Arabia and Jordan. 
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The road ahead can get rough indeed if the system 
you ordered doesn’t work the way it should. That's 
why it pays to form a partnership with a professional 
who continues to support you long after your system 


is installed. 


An IBM Remarketer is just that kind of professional. 
He's an industry expert we've carefully selected to sell 
our products. You can count on him for expert 
installation, after-sales service and software support. 
And if your IBM system should require maintenance, 
it’s nice to know you have IBM behind you. 


_ That's the difference our partnerships make. We stand 
by our remarketers and they stand by you. Ít means 
you can count on your system to do its job when you 
need it most. And that’s a nice feeling to have as you 

^. look down the road. . 
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Ruthless exploitation 
ad with interest the article From Raj 
0 rebellion [REVIEW, 23 June]. Lincoln 
Kave's analysis of the economic situa- 
tion and, especiallv, the underlying fac- 
-tors responsible for the great strides 
























-out mention of certain undeniable poli- 


c Tate. 


factors leading to the formation of 


.subjugation of the people and resources 


(West) bureaucracy and military (99% 
"unjabi) which led to the justly felt 
ense of "alienation" of the people of 
"East Pakistan. 

=< Itake strong objection to the patron- 
ising, and historically accurate, com- 


whole): “Not that lofty self-esteem is by 
“any means new to Punjab. As the high- 
way of cultural and military invaders 


made by West Punjab (Pakistan), left | 


tical factors, and also his description of | 
:the "Punjabi psyche” was far from accu- | 


A great part of the “well-being” of | 


‘Bangladesh, and history has shown that | 
t was the disgraceful and overwhelming | 


-of East Pakistan by the mainly Punjabi | 


ment on the psyche of the Punjab (as a | 
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from the rest of Asia, the province has 
always shown a hybrid vigour unique in 
the Indian subcontinent. Martial and ex- 
pansive, Punjabis under the 19th cen- 
tury Sikh ruler Ranjit Singh established 
their dominion from the Khyber Pass to 
Tibet" (my emphasis). 

The concept of a martial race was 
basically introduced, in fact coined, by 
the British. colonialists to account for 
the undeniable servility, and “loyal- 
ity," and total acceptance of the British 
Raj by the Punjabis: they flocked to join 


dued any "treason" by nationalist ele- 
ments. 

As for their “expansionist” tenden- 
cies, history clearly tells us that apart 
from the example quoted in your arti- 
cle, that is Ranjit Singh’s rule, the Pun- 


| jabis were never part of any resistance 


movements against foreign invaders of 
India — on the contrary they accepted 
all foreign invaders with open arms and 
gaiety. Most of the historic wars fought 
against expansionists or looters from 
Central Asia were fought elsewhere — 
an oft-cited battleground is Panipat, 
which lies at the easternmost border of 





rmana aiitra aahei akanai nini rene sensere et sette aint 
D s 


Punjab: the whole of Punjab was: 
"open" to all trespassers in history, 
without any resistance whatsoever. 
Moreover they never “expanded theii 
dominion" to other territories. : 

It is stated in your article that certaj 
Punjabi “intellectuals” were of the op 
ion that a unified (East and West) a. 
independent Punjab would be better: 
the prosperity of the Punjabis. Yes, i? s 
a fact that a unified, independent Pun- 
jab would be better — especially for the 
rest of Pakistan. 







Pakistani Punjab is due to a ruthless | the British army and served their "mas- | London Dr Hasanwadur 
exploitation of the resources of the | ters" well. Their role in the mutiny of 
other provinces of Pakistan since 1947. | 1857 is to be denounced. They served eali i 
It is important to define clearly the | British interests well in India, and sub- R lity of racism 


In response to John Brinz’ letter 7 July] 
on the issue of racism in Australia, my 
impression since arriving in Australia 
has been that it has made considerable 
legal advances towards being a genuine 
“multi-cultural” country. 

At the same time, however, I was 
embarrassed to find the persistence of a 
racist element which involves the Japan- 
ese. Thus, Australia has made pro- 
gress towards the eradication of racism 
in a legal sense, but in practice it re- 
mains a reality. Social attitudes lag be- 
hind social reform. 

The extent of discrimination against 














suites, is among those important differences that distinguish us 
from other hotels in Hong Kong. An exclusive Premier Club floor. 
elegant rooftop function rooms, larger-than-most questrooms 
an exciting and convenient location in Causeway Bay and 
celebrated restaurants, are also part of that special Park Lane 


H 
Qur elegant Governor s suite, one of 25 beautifully appointed 
i 
Radisson difference | 


IHE GOVERNORS SUITE. 
WALL-TO-WALL MARBLE 
AND A PERSONAL BUTLER. 
IT’S PART OF OUR 
DIFFERENCE. 
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310 Gloucester Road, Causeway Bay, Hong Kong. 
Telephone: 58903385. Telex: 75343 PLH HX 
Fax No 5-767853 Cable: PARKLANE 






Contact your travel agent or the hotel direct 
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isa truly cosmopolitan city. And the 


. all tastes. And gracious service 
synonymous with one of the truly 






INACITY 
WHERE EAST MEETS WEST, 
AGREAT HOTEL MUST OFFER 
THE BEST OF BOTH WORLDS. 







As everyone knows, Hong Kong 






Hongkong Hilton is proof of that. 
This marriage of cultures is there 

in our luxuriously appointed rooms 

and suites. Restaurants that cater to 








great hotels in Asia. 

One could say that, at the Hong- 
kong Hilton, this unique blend of 
East and West is the best of all 
possible worlds. 








For reservations, cali your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 
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B oes not match th 
sk ian peoples. This can 


prova , ANE. . 

nomic strength, earning them the status 
of *honorary Whites" and allowing 
them to remain indifferent to Austra- 
lian racial problems, particularly the 
light of the Aborigines. Many Japan- 
se visit Australia as tourists, business 
cople and students; however, very few 
yncern themselves with the racial 








e. 

The Japanese must become more 
cerned with the issue of racism both 
in Japan and abroad. 
Melbourne Masayo Shima 
Some of Australia's leading politicians 
are now saying that we should have less 
Asian immigration. Is the colour of 
one's skin the criterion for judging the 
worth of new citizens in this country? 
People should not be judged by the col- 
our of their skin (or shape of their eyes), 
but by their character. Where is Austra- 
lia's vision for the new century, barely 
12 years away? 

Prospect, 


South Australia Joseph Mazzone 


Historical comparisons 


Tunku Abdul Rahman said [LETTERS, 
18 Aug.] that “all the races contributed 
their share to make Malaysia what it was 
— à happy and prosperous state" and 
that “it would be a good thing for a 
leader to take a close look at things in 
proper perspective and remember the 
examples of Sukarno, Marcos and now 
Ne Win." 

Let us look at the Tunku's record in 
the light of his remarks. When he was 
running the country, the Tunku declared: 
“I am the happiest prime minister in the 
world." This statement underlined the 
lack of understanding of what was going 
on under the surface, as attested by the 
racial explosion of 13 May 1969. 
Malaysia's leadership was jerked out of 
its complacency, and the Tunku had to 
bow out the following year. 

- Judging from his current statements, 


itis not too far fetched to conclude that the | 


Tunku's differences with Prime Minister 
Mahathir are the result of personal enmity. 

Perhaps such an attitude is caused by 
a lack of appreciation of history. In 
1963, the Tunku sacked Aziz Ishak, 
then Syed Jaafar Albar resigned from 
Umno's supreme council when the 
Tunku, without the council's and parlia- 
ment's prior knowledge, not to mention 
endorsement, suddenly ceded Singa- 
pore from Malaysia. 

As if that was not enough, the Tunku 
went on to arouse the displeasure of the 
immensely tolerant Tun Dr Ismail, who 
resigned from the cabinet in 1967. Two 
years later, soon after the 1969 racial in- 
cident, the Tunku forced the resigna- 
tion of assistant minister Musa Hitam 
who went on to become a deputy prime 
minister and who happens to be strongly 
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robably be attributed to Japanese eco- 
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identified w ction with which 
the Tunku is now throwing in his lot. 






















Whether or not the Tunku wishes to 
recall these events, one thing is certain: 
they provide enough clues for any ob- 
server to draw a conclusion as to who 
should be historically classified with 
“Sukarno, Marcos and Ne Win." 

Kuala Lumpur Ahmad K. Macadam 
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I refer to the article The smear cam- 
paign [28 July]. Malaysian Prime Minis- 
ter Mahathir and his ministers have said — 
over the past few months that the Malay- | 
sian pressis “one of the most democratic, | 
fair and free in the world." They have | 
also said that the newspapers are | 
free of government control and influ- | 
ence and when the government reinstat- | 
ed the permit of the four banned papers 
this year, it was “without conditions at- 
tached." | 

Everyone in Malaysia knows there is 
strong government control and influ- 
ence. The editors of all major newspap- 
ers have to be government approved or 
appointed, as do their senior staff. | 

The. government has substantial | 
shareholdings in most of the major | 
newspapers and they are all expected to 
toe the official line. There are often ver- 
bal instructions forbidding adverse re- 
ports about the government and its offi- 
cials. 

At least the Singapore authorities 
permit some discussion on important is- 
sues, even if the outcome is a foregone 
conclusion. 
Kuala Lumpur 


— 


R. Shanmugam 


Convenient myth 


It is difficult not to sympathise with 
Devan Nair's plight and with his obvi- 
ous sincerity (REVIEW, 21 July]. But I 
cannot accept his implicit assumption 
that Lee Kuan Yew and the People's 
Action Party (PAP) were as right for 
Singapore in the 1960s as they are wrong 


$ 
| 
| 
now. It is a convenient myth for recent | 
dissenters like Devan Nair. What he | 
blames the PAP government for — vil- | 
ification of individuals, cynical use of | 
the media, arbitrary detention of politi- | 
cal opponents — were already common | 
practices in the first years of Lee's rule, | 
or even before that. — 

In a book due to be published soon | 
(alas, in French), I show that, if Lee has | 
moved very much from the Left to the | 
Right since the 1950s, the most constant 
features of his political personality have 
been his total disrespect for democracy | 


eae 
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and his cynicism towards opponents. —— | 
A few examples (there are many 
more) will perhaps suffice. If the | 


— EEE 


“young Mr Lee" you "interviewed" re- — 
cently was in 1955-56 a fierce public cri- | 
tic of administrative detention, in pri- 
vate he asked — in vain — David Mar- | 


ecce Mesas da rid 


shall, then chief minister, to arrest | 
members of his own party. He did not | 


demand the release of the leftwing half | 
of the PAP's central executive commit- | 





| Socialist Programme Party (BSPP 
| hament (Pyithu Hluttaw) has 


i another trick. 


| stead of taking steps towards me: 
| ful reforms, the BSPP elected the t 
| derous Sein Lwin and opted to ret 
| the one-party political monopoly. ©: 


|. Ne Win and Sein Lwin's resignatic 
are not enough. Each and every 


| those responsible for ruining our ri 
| country through corruption and m 


| Only then will we be able to start anew 





tee, conveniently detained 
in August 1957, And asea 
1958, Lee accepted the very princi 
administrative detention for recogni 
communists. 

Very soon he showed his inclina 
to use this weapon indiscriminat 
May 1959, just before the electior 
led him to power, he threatened 
detention the editors of local Engl 
language newspapers (including - 
Straits Times) he considered “sub 
Sive," 

In 1960, the abrupt ousting {rot 
government and the party o 
ful minister for national dev 
Ong Eng Guan, triggered ar 
smear campaign: the pop 
mayor of Singapore was s 
nounced as a "iunat 
ly trying to developa ^ 
His supposed bigamy w 
and he was denounced 
Petir as “a little pocket 
crude allusion to his physical size 
Nair remember? WE 

In February 1963, "Operation Cold. 
Store" put under detention 133 oppos 
tion leaders and wiped out the chances 
of the leftist Barisan Sosialis in the im- 
minent elections. An even bigger wave. 
of arrests, in October, crushed in one. 
stroke the powerful leftwing Singapore 
Association of Trade Unions, and. 
paved the way for the only surviving. 
union, Nair's pro-government National. 
Trade Union Congress. S 

If Nair has been for so long, by his. 
own admission, "naive and gullible” 
with Lee, we should not allow him the. 
same lapses regarding the PAP's 30 
years in power. ; 
Paris 













































Jean-Louis Margolin 


Time to start anew 
The blood of thousands has been spilled 
all over Burma. Now the Burma 
p 



















ity to select a new leader. It is 


The government and party thre 
their actions have relinqui 
right to decide the fate of the 


the heroism and determination of the 
monks, students and citizenry pre- 
vented the tyrants from succeeding with 
their ploy. 2 







the government from 1962 — t 


arrests — should be put on trial. 7 
one-party system must be dismanth 


and achieve much-needed political and 
economic reforms. 


Rangoon 'Concerned Burman' 








When it comes to the orchestration of a Swiss airport, 
you hear only the best from all sides. 





as the world's best airline for the sixth consecutive time. And Zurich as one of the top 
.three airports. Excellent connections, fast transfer times, attractive shopping and helpful, 
courteous staff, are all part of the outstanding repertoire of Swissair and the Swiss airports. 


. With such a finely tuned orchestration and concerted effort, Switzer- í : 
land is not surprisingly one of the world's classic transfer countries. swissair 
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atuk Daim Zainuddin's stewardship of the Malaysian | 

economy has been dogged by controversy. Allegations | | 
of improper business dealings have clouded his achieve- | 
ments. Since his appointment as finance minister in July |. 
1984, Daim has played a crucial role in putting the country 
back on its feet. Malaysia now boasts an economic growth 
; rate of 7-896. Three years ago it was in the grip of its worst- 
ever recession. Daim, who enjoys the close support of | 
| Prime Minister Mahathir, has now embarked on a privatisa- 
| tion programme in a new bid to trim government spending 
and repay foreign debts. Kuala Lumpur correspondent 


Nick Seaward looks at the Daim paradox. 


| Page52. 


Cover illustration by Yuen Tai Yung. 





Page 12 

President Zia's death has left a politi- 
cal void in Pakistan. As an acting head 
of state prepares for general elec- 
tions, political parties are in disarray 
and the military waits in the wings. 


Page 20 

In a prelude to his own expected re- 
tirement from parliament to become 
 Singapore's first elected president, 
Prime Minister Lee calls a snap gen- 
eral election for 3 September, and re- 
places 14 long-serving MPs in the rul- 
ing party with younger candidates.idi- 





PYG TAKEDA 
Page 22 

Burma gets a civilian leader, but more 
join the street demonstrations with 
demands for a new political system 
not just a change are the top. 


Page 27 

Thai students take a renewed interest 
in political activism and are already 
having an impact. Meanwhile, Prime. 
Minister Chatichai sets up a think- 
tank to help him formulate policy. 


Page 28 

The unopposed re-election of half the 

candidates in the indirect elections to 

; Hongkong's Legislative Council indi- 
cates behind-the-scenes manoeuvr- 

ing. 


Page 30 | 
Indian Prime Minister Gandhi and his 
Congress Party are at their lowest 
point in popularity, but opposition 
parties and their leaders still have 
vany differences. 


Page 46 


South Korea plans to clamp down 


on speculators in a bid to cool a real- 

estate boom which has already 

sparked angry protests over soaring 
| prices. 


Page 47 

Japan's Export-Import Bank provides 
Indonesia with an unprecedented US- 
dollar denominated loan in an attempt 
to ease the country's yen-debt bür- 
den. 


Page 48 

Singapore investment and trading 
group Haw Par spins off its famous 
Tiger Balm ointment operations into a 
separately listed company. 


Page 49 

A surge of investment in the Philip- 
pines should bolster the country's 
economic recovery, but may strain its 
already stretched infrastructure. 


Page 50 


Japan's third-biggest brewing com- 
pany, Asahi Breweries, the pioneer of 
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country's extremely competitive beer 
market. 


Page 51 

Money is flooding into India's film 
business from cash-rich tax evaders 
and overseas Indians, but exports 
have slumped and audience growth 
has slowed. 


Page 64 

The battle for control of ailing Hong- 
kong construction company Paul Y 
prompts the local stock exchange to 
investigate grey-market dealing of 
suspended shares. 


Page 64 

Australian Treasurer Paul Keating 
cuts duty on beer but withholds plan- 
ned tax cuts in a budget designed to 
apps to lower-income earners. 


| 
| 
| 
| 
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dry beer, doubles its share of the | 
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REGIONAL 


government shake-up 
> Vietnamese-backed gov- 
ernment in Cambodia on 20 
August ousted or moved 11 
ministers, including those re- 
sponsible for the country's sec- 
urity, and abolished the Office 
for Economic Cooperation 
with Vietnam. Laos and the 
Soviet Union, Phnom Penh 
Radio announced. Defence 
Minister Koy Buntha was re- 
placed by Tie Banh, a vice-pre- 
mier and alternate member of 
e central committee of the 
ampuchean Peoples Rev- 
olutionary Pary. 
¿Pol Saroeun, party secre- 
ty for Takeo province, was 
named chief of the general staff 
of the armed forces, replacing 
Ke Kimyan. Sin Song, director 
of the State Inspectorate, took 
over the Ministry of Interior 
from Ney Pena, who was 
- named chairman of the central 
Committee's propaganda and 
education commission. 
— Murray Hiebert 


New Caledonian leaders 
n agreement 
New. Caledonian Kanak and 
ttler leaders, after three days 
f hard bargaining, signed a 
hpromise agreement in 
Paris on 21 August which gives 
€ French territory 10 years of 
imited self-government and 
development before it votes for 
or against full independence. 
- Under the plan — basically the 
same as that rejected ‘only 
eeks before bv hard-line 
.Kanaks — the territory will be 
-divided into three administra- 
{| tive districts. Two are expected 
j|. to have Kanak majorities while | 
j.the third will be dominated 
by the settlers. —~ Michael Malik 


Taiwan Government 
blocks conference 
ae 15th annual conference of 
e World Federation of 
anese Associatiohs 
TA), held in Taipei on 19 | 
st. fizzled out after the 
ernment barred most of the 
vement's leaders from en- 
ng Taiwan. About 3,000 
opposition supporters staged a 
arch in Taipei on 21 August 
| denounce the government 
ove. Those delegates able to 
nd the conference heard a 
ped message from WFTA 
airman, Li Hsien-jung, who 
'e$ in Canada, urging native 
ilwanese (claiming 85% of | 
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the 20 million population) to 
rise up and overthrow the 
Kuomintang government and 
set up their own regime. 

— Shim Jae Hoon 


Almost 1,000 killed in 
Nepal/India earthquake 
Almost 1,000 people are be- 
lieved to have died in a massive 
earthquake that struck the 
Nepalese-Indian border on 21 
August. The majority of the 
deaths were in Nepal, with one 
of the worst-hit towns being the 
British army Gurkha recruiting 
centre of Dharan. No informa- 
tion could be obtained from 
numerous small villages in the 
Himalayan foothills and offi- 
cials said it could take a further 
two weeks before the full scale 
of the disaster could be assess- 
ed. — Salamat Ali 


Working group on 
Cambodia to meet 


Indonesian dos Minister 
Ali Alatas said on 22 August 
that a working group set up by 
the Jakarta Informal Meeting 
(JIM) on the Cambodian con- 
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| Alatas: continuing efforts. —— 


flict hoped to meet in Jakarta 
on 17 October. The meeting is 
a continuation. of efforts to 
seek a solution to the Cambo- 
dian issue, the minister said. 
The group is scheduled to com- 
plete its tasks by the end of the 
vear. — A Correspondent 


Japan defence paper 
cites Soviet build-up 


Japan's annual defence policy 
paper says that the Soviet 
Union is continuing its military 
| build-up despite the recent 
conclusion of the treaty with 
the US to scrap intermediate- 
range nuclear weapons. It cites 
the deployment of SS24 inter- 
continental ballistic missiles, 
the commissioning of a fourth 
Kiev-class aircraft carrier and 
the introduction of a fourth- 
generation fighter aircraft. 
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Seoul set to become 
net creditor 
South Korea is expected to be- 
come a creditor nation late 
next year, according to the 
country’s central bank. The 
Bank of Korea expects the 
country to have US$1 billion in 
net foreign assets at the end of 
1989, compared to net foreign 
debt of US$22.4 billion at the 
end of last year. South Korea is 
also expected to apply for 
membership of the Article 8 
country group of the IMF later 
this year, This will commit it to 
making the won an interna- 
tionally convertible curren- 
cy and ending foreign-ex- 
change restrictions. 

— Mark Clifford 


Australia eases 

banking rules 

Australian banking rules have 
been modified to cut the por- 
tion of funds required to be de- 
posited with the Reserve Bank 
from 7% to 1%. The changes 
also bring savings banks into 
line with commercial banks. 
Announcing the changes in his 
budget speech, Treasurer Paul 
Keating said the measures 
would promote competition 
and exert downward pressure 
on interest rates. The Reserve 
Bank has also announced new 
capital-adequacy guidelines, 
which require banks to have a 
capital:risk asset ratio of at 
least 87o, with 4% in core capi- 
tal. — Michael Malik 


Philippines seeks new 

IMF credit facility 

The Philippines has started 
talks with the IMF on a possi- 
ble new credit facility. An IMF 
mission arrived in Manila on 22 
August to review the country’s 
performance under a US$505 
million credit programme. But 
the team has also been sounded 
| out on the possibility of a new 
credit. It would help Manila in 
talks this year with commer- 
cial bank creditors. The Philip- 
pines is expected to suffer an 
external financing gap of 
US$7.7 billion over the next 
five vears. — Jose Galang 


Taiwan acts to cool 
SA surge 

Taiwan’s Securities and Ex- 
change Commission (SEC) has 
acted to cool the runaway mar- 
ket by raising margin require- 
| ments at the government-run 


— Nigel Holloway | Fuh Hwa Securities Finance by 
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10 points. The weighted price 
index responded. with its first 
drop in eight days on 20 Au- 
gust. It rebounded to close at a 
record 8,214.46 on 23 Aug. 
then dived 2.196 the next day. 
The move was the first SEC in- 
tervention in the market since 
October when market-cooling 
measures triggered a crash 
ahead of Black Monday. 

— Jonathan Moore 


Jakarta plans ban 
on rubber exports 
Indonesia plans to ban exports 
of Standard Indonesia Rub- 
ber 50 from I January next 
vear, according to Trade De- 
partment sources. The ban is 
aimed at protecting domestic 
producers of rubber products 
and allowing them to compete 
in international rubber mar- 
kets. Welcoming the ban, 
Harry Tanugraha, the chair- 
man of the rubber commit- 
tee of the Indonesian Com- 
modity Exchange Executive, 
said it should be broadened 
to include exports of rubber 
raw materials. 
— Michael Vatikiotis 


Pacific Dunlop invests 
USS57m in Asian plants 

In an effort to cash in on the 
boom in demand for medical 
gloves and condoms, Pacific 
Dunlop announced on 23 Au- 
gust that it would build new 
production facilities in Sri 
Lanka. The Australian-based 
manufacturing conglomerate 
also announced expansion of 
an existing balloon-making fac- 
tory in Thailand. Together, the 
two projects will cost US$57 
million. Pacific Dunlop is al- 
ready a dominant global pro- 
ducer of latex. products and 
currently controls an estimated 
10% of the world balloon mar- 
ket. — Jonathan Friedland 


Qantas and US airlines 
gain more flights 
Australian and US aviation of- 
ficials have reached agreement 
on expanding the number of 
flights allowed Australian state 
airline Qantas and US carriers. 
And for the first time the air- 
lines have been given permis- 
sion to fly on to domestic desti- 
nations. This will allow the US 
airlines to compete with Aus- 
tralia’s two domestic carriers. 
Qantas is still barred from Aus- 
| tralian internal routes. But 
| subject to Japanese approval, 
| Qantas will get a route to the 
US via Japan and will be able to 
fly US internal routes. = 
m Michael Malik 












































| RUNNING OUT 
| Inwhatappears to be the first political 
. flight out of strife-torn Burma, four 
senior Burmese officials left Rangoon 

this month for an undisclosed 
destination in Western Europe. A 
Thai intelligence source confirmed 
that the four first travelled in a special 
plane to Chiang Mai, the northern 

= Thai city which is a short flying 

|. distance from Rangoon, and later 

- transitted through Bangkok. Their 

identity was kept confidential but the 

sroup did not include Sein Lwin, the 

OW hated and deposed Burmese 

ep les ler who is understood still to be in 
-| the Burmese capital. 


NEEDLESS WORRY 


| Despite the worries of both the US 
and Seoul over the possibility that 
North Korea would receive a large 
number of Soviet MiG-29 all-weather 
interceptors, only six have so far 
appeared as part of a rearmament 
programme. It is not known whether 
the aircraft are being flown by Soviet 
or North Korean pilots. 


CUTTING LOSSES 

As the US-Philippines base review 
negotiations drag on, there is growing 
frustration and anger in the US 
Defence Department and the feeling 
is developing among some military 
officials that whether agreement is 
reached or not, the uncertainty over 
the future of the bases considerably 
reduces their worth. A new, classified 
report by the US Pacific Command 
adds weight to the argument for 
dispersing the services provided by 
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AFGHANISTAN 

A huge blast at a Soviet munitions camp in 
Afghanistan killed at least 500 people, West- 
ern diplomats and guerilla sources in Pakistan 
said (20 Aug.). Rebels captured animportant 
army base near the southern city of Kandahar 
after a three-month battle, according to rebel 
sources in Pakistan (22 Aug.). 


AUSTRALIA 

Prime Minister Bob Hawke demoted 
minister for immigration, Clyde Holding, for 
not vigorously rejecting opposition calls fora 
re ae in the intake of Asian migrants (22 
Aug 


BURMA 

Around 5,000 protesters staged an anti- 
government demonstration in Rangoon (/7 
Aug.). Hundreds of thousands of dem- 
onstrators, joined by academics, civil ser- 
vants, monks and even police, took to the 
Streets of two northern cities to demand that 
Burma become a democracy (18 Aug.). 
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the bases to different locations. In 
1985, a Defence Department study 
estimated the cost of relocating Clark 
and Subic Bay bases to be US$10 
billion but the new report halves that 
estimate. 


CO ONES IN CHINA 


a Lhe warming 

? relations between 
the Thai and 
Chinese military 
are evidenced in 
a scheduled 
observation visit 
to Peking next 
month by 
students and 
faculty members 
of Thailand's 
Army War College. The visit of the 
group of about 100 army colonels 
follows a similar trip in April by 
members of the Air Force War 
College. China was among the friendly 
countries which supplied Bangkok 
with arms and ammunition during its 
border battle with Laos in December- 
February. Thai army commander 
Gen. Chaovalit Yongchaiyut is 
understood to be urging the creation 
of a Sino-Thai ammunition stockpile 
in Thailand. The plan has yet to be 
approved by the government. 


DEFENCE MERGER 


China's defence science and 
technology system has been 
reorganised and streamlined. 
Sections of the Commission of 
Science, Technology and Industry 
for National Defence, the 
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Chaovalit. 
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| Maung Maung, a close ally of Ne Win, was 
named president of the country (79 Aug.). 
Hundreds of thousands of anti-government 
oni took to the streets again to chal- 
enge the new Burmese leader (22 Aug.). 
More than 500,000 people marched through 
cities across Burma demanding an end to the 
socialist government (23 Aug. ). 


| 

| INDIA 

| Sikh militants launched an unpre- 

| cedented atttack on army troops in Punjab, it 

i was reported. At least three border guards 

| were seriously wounded when Pakistani 
Rangers opened fire on an Indian-held bor- 
der outpost, official sources said (77 Aug.). 
Gurkha militants fighting for a separate state 

| within India agreed to halt their campaign of 

| violence and surrender arms in return for 

| limited autonomy under a pact signed in Cal- 

| cutta (22 Aug.). Sikh separatists shot dead 10 
people including a local leader of the Con- 
gress party in Punjab. The death toll | 
| from the 21 August earthquake on the 
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| department, have been merged ina. 
|! continuing process aimed at 

| simplifying the highly confusing 
| weapons development and 
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| US ambassador and other officials e3 


————— 
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| Nepali officialssaid (23. Aug.). 


general staff department's armament - 
sub- -department and the general 
logistics department's production 


production system, The new 
institution is likely to be placed une 
a revamped Defence Ministry 
military and civilian leaders dec 
changes shortly. 


FORCED MARCH 

The Khmer Rouge have 
than 6,000 Cambodian refi 
the Ta Luan refugee campa 
southern Thai-Cambodian borc 
during the past two months to gt 
bases just inside Cambodia. The: 
refugees, most of whom were: Ti 
against their will, are understood & ; 
have been used to carry weapons and | 
supplies into Cambodia for the ux 
insurgents. The 3,500 refugees — 
remaining in Ta Luan are said to be 
handicapped and elderiy people. 


RECOGNITION FACTOR 


China is upset that Japan has " 
accorded what a Chinese official calls | 
"diplomatic recognition” to Taiwan s. 

representative office in Tokvo. When : 
Japanese wished to visit Taiwan 10 — 
years ago, their passports were ! | 
stamped “Taiwanese Embassy, South | 
Korea. ' Now the stamp says P 
"Association of East Asian Relations) 
EE 

| 






























Tokyo Office.” The issue was not 
expected to be raised during Prime 
Minister Noboru Takeshita’s 25- 30). 
August visit to China. 


Nepal/India frontier may be almost 1 G 


PAKISTAN 
President Zia-ul Haq was killed when 
military transport aircraft carrying him, tf 


and crashed (77 Aug.) Ghulam Ishaq Khi 
was named acting president (/8 Aug. y. 


PHILIPPINES 

South Korean opposition leader Kim Dae 
Jung met President Corazon Aquino » 
Manila (79 Aug.). 


SINGAPORE NN 
It was announced that general elec 
would be held on 3 September (7 Aug: 


|! SOUTH KOREA 


Two American political activists: 
rested and „ordered to be fear ore 





The army waits i 







































By Husain Haqqani in Islamabad 
p Zia-ul Haq’s sudden death | 
W in an aircraft crash on 17 August has | 
plunged Pakistan into another phase of | 
political uncertainty. After more than | 
| 
| 
| 
| 





11 years in power — the longest period 
for any Pakistani ruler — Zia had be- 
come a dominant factor in national life. 
He ensured the military’s influence on 
policy after the end of martial law and 
was looked upon as an elder statesman 
by conservative politicians who ac- | 
cepted they had to share power with | 
him. The opposition’s main battle cry | 
was condemnation of personality and | 
policies, thus making him something of | 
à necessity even for his opponents. | 
- Zia's personal commitment played | 
an important part in two key policy | 
areas: the direction of Pakistan's Af- | 
-ghan policy and ef- 
-forts for Islamisation. 
. His death could affect 
. both, potentially up- 
-Setting the US-Pakis- 
-tan equation besides 
annoying devout Mus- 
lims: 
^ Within hours after 
the plane he was in 
crashed in Bahawal- 
yur, 50 km from the 
Indian border, obser- 
vers started discussing 
_ the possibility of a mi- 
 htary takeover. Zia’s 
death had created a 
power vacuum which, 
it was argued, other 
generals might be 
keen to fill as quick- 
ly as possible. The army's institu- | 
tional loss in the death of some of its | 
-most important commanders and the 
perceived prospect of foreign-backed 
bversion were ready justifications for | 
imposing direct military rule. | 
<: Inthe aircraft with Zia, who was chief | 
f army staff, were Gen. Akhtar Abdul | 
Xehman, chairman of the joint chiefs of | 
aff, Lieut-Gen. Mian Mohammad Af- | 
aal, chief of the general staff, and three | 
i 
i 
| 
| 





ther senior generals. Most of those 
ied were also involved in supporting 
he anti-Soviet Afghan resistance. 

The cause of the crash was not im- 
mediately ascertained, but an official 
atement said there was a strong possi- 
ity of sabotage. Speculation as to who 
might have placed a bomb on the plane 
r brought it down with a missile has led 
three different theories. One blames 
e Soviets or their client regime in 
abul. The second focuses on India, a 


1 





| nied. The third suggests the hand of 


| army chief, Gen. Mirza Aslam Baig, an 


| ductive. It would have bogged the mili- 
| tary down in confronting unpredictable 


Mourning Zia: emotionally charged atmosphere. 
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n the wings as politicians mull their next move 


charge New Delhi has vehemently de- 


domestic opponents backed 
either of the two foreign powers. 
In the eyes of Zia's successor as the 


by 


immediate and unplanned military 
takeover would have been counter-pro- 


politicians when the command structure 
had to be reorganised and the defences 
of the country strengthened. 

Imposition of martial law would also 
have given credence to the view of | 
politicians that the armed forces do 
not give political processes a fair chance | 
of running their course. Extremist 
politicians would have been able to | 
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arouse anti-military feelings which the | 
army's new commander has chosen to | 
avoid. Baig has the reputation of beinga | 
self-effacing professional soldier and he | 
feels he should maintain that image. | 
The Pakistan army has assumed control | 
of government on three occasions and | 
military leaders have ruled the country | 
for two-thirds of the period since the | 
country's founding. | 

But the generals maintain that they | 
have never intervened unless there has | 
been a complete breakdown of govern- | 
ment or a popular perception that the | 
military needed to take the country out | 
of a political impasse. This was not the | 
situation following Zia’s death. | 

Soon after arriving in Islamabad 





The anxious watch: page 14 | 


A law unto himself: page 19 








Power up for grabs 


from the site of the crash, Baig asked se- 
nate chairman Ghulam Ishaq Khan to 
take over as president in accordance 
with the constitution and assured him of 
the military's full backing. Ishaq as- 
sumed charge, proclaimed a state of 
emergency and formed an emergenc 
council which includes the service chiefs 
but is dominated by civilians. 

He also rejected the advice of some 
of the state chief ministers that constitu- 
tionally guaranteed fundamental rights 
be suspended. Ishaq said he intended to 
follow the constitution to the letter. 
With Baig's assurance of "complete 
support for the constitution," Ishaq an- 
nounced that parliamentary elections will 
be held on 16 November as scheduled. 

But despite the apparently smooth 
transition of power, there are fears that 
things will not remain calm in the 
months, possibly weeks, ahead. Ishaq is 
a career civil servant who is known for 
his ability as a technocrat but who has 
no political constituency. He is also not 
personally identified with the spirit of 
Islamic revival which enabled Zia to 
adopt politically unpopular positions 
with support from religious leaders. 


Aisne to sources close to him, 
Ishaq's inclination would be to 
leave things as they are in most areas of 
government policy, and he could even 
hold elections on a party basis contrary 
to Zia's preference for non-party polls. 

In a short statement, Benazir 
Bhutto, the leader of the Pakistan 


3 | People's Party (PPP), welcomed the 


fact that a constitutional transition had 
taken place. Commenting on Zia's 
death, she said that life and death were 
in God's hands. However, she later re- 


| sumed her attacks on Zia saying his rule 
| ended just as it had begun — in vio- 


lence. 
Other parties in the nine-party oppo- 


| sition alliance, the Movement for Re- 


storation of Democracy, as well as the 
orthodox Jamaat-e-Islami, also. sup- 
ported the constitutional transition and 


hoped party-based elections would be | 


held. The collective message from the 
politicians seemed to be that they were 
against an army takeover and that any 
generals who held ambitions of impos- 


| ing military rule should brace them- 
| selves for a boycott by politicians. 


The acting president's own future is 
also tied up with the constitution, under 
which a permanent incumbent for the 
presidency is chosen by an electoral col- 
lege comprising both houses of parlia- 
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ment and the four state legislatures. So 
-a presidential election can now take 
‘place only after the national assembly 
and the state assemblies are elected. 

. In the political arena, Ishaq is un- 
likely to try and forge a conservative al- 
liance to take on a strong contender for 
power in an open election. But such an 
above-the-political-fray attitude on 
Ishaq's part would mean that, despite 
being Zia's successor as president, he 
will be leaving a vacuum for someone to 
fill as mentor of establishment politi- 
cians, which Zia also was. Several politi- 
cal leaders have already started looking 
to Baig and other generals to fulfil that 
function. 

The main fear of pro-Zia politicians 
is that in the absence of their late pa- 
tron, they would not be able to put their 
house in order in time for the elections, 
leaving the field open for the PPP's re- 
turn to power. Despite Bhutto's at- 
tempts to change her party's image, 
many people retain frightening 
memories of the period when her father 
was prime minister. Businessmen as- 
sociate the party with socialist policies 
which led to nationalisation of industry, 
while the religious elements see the PPP 
as a threat to traditional values. 

In the case of a party-based election, 
the main rival for the PPP would be the 
Pakistan Muslim League (PML) which 
split into two factions following Zia's 29 
May decision to dismiss the government 
of prime minister Mohammed Khan 
Junejo. A few days before his death, Zia 
had lent behind-the-scenes support to 
unify the PML under aleader other than 
Junejo. He was confident that he could 
hold the elections on a non-party basis, 
which would have disadvantaged the 
opposition, but was keen to organise the 
PML in case the Supreme Court de- 
clared non-party polls unconstitutional. 

With Zia’s death, the PPP's electoral 
appeal is believed to have shrunk. The 
party can no longer campaign on an 
anti-Zia slogan nor can it depend upon 
support from other parties. Bhutto can- 
not now ask for votes to oust the general 
during whose rule her father was exe- 
cuted. But the PPP could still end 
up with a large number of seats in a 
future parliament if the PML re- 
mains divided. 

In the absence of a large PPP 
majority, elections could result in a 
hung. parliament and an unstable 
government. Given Pakistani 
politicians’ inability to com- 
promise, a new round of confronta- 
tion could begin between the PPP 
and its ideological rivals soon after 
the elections. 

Zia’s death has revived ideologi- 
cal divisions in Pakistani society 
which had receded into the back- 
ground during the last three years 
of his rule. In 1977, Zia had as- 
sumed power when Islamists ruled 
| the streets demanding primacy of 
| religion in state policy. Although 
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Ishaq; Baig: vacuum to be filled. 


agitation against late prime minister 
Zulfikar Ali Bhutto’s government start- 
ed after allegations of rigging in the 
March 1977 elections, it gained momen- 
tum after religious parties turned it into 
a protest against secular policies. 


ia, himself a devout Muslim, took 
the banner of Islam after assuming 
power and consolidated his position 
with the religious parties’ support. In re- 
cent years, the religious parties fell out 
with him because they resented his re- 
hance on the military and the civil ser- 
vice and believed he was not going far 
enough in enforcing Islamic laws. They 
also thought that they were being iso- 
| lated from the political mainstream by 
| being close to Zia. As the perception of 
| Zia's isolation from political forces in- 
| creased, the Islamic groups distanced 
| themselves from him further and drew 
closer to the PPP and other secular par- 
ties. Last month it seemed that the Is- 





lamist-secularist gulf had been bridged 
somewhat, at least on the leadership 
level, and a consensus had emerged to 
continue the political process on the 
politicians’ terms rather than Zia's. 

But the massive attendance at Zia’s 
funeral and subsequent prayer rallies 
confirmed his assertion that the non-po- 
litical religious populace as well as the 
followers of religious parties supported 

| his policy of gradual Islamisation. Sev- 
| eral hundred thousand people attended 





| the funeral in Islamabad though 
cial arrangements had bee 


«| gans honouring Zia. The late 
was referred to as “the true 
t and “the righteous man." H 






































































such large participation. The - 
prompted an opposition politic 
Observe: "It is now clear that manm 
gatherings are not exclusive to the 
tos," a reference to the large crawc 
tracted by Bhutto and her late fa 
political meetings. 

The size of Zia's funeral and: 
rial services acquired pohtical $ 
cance because participants shoute 















posters and banners carried at 
eral recalled his own statement ti 
was a soldier of Islam. Within twc 
there were the beginnings of à 4 
mourners and religious leaders re 
his personal piety and devotion t 
Islam. For several davs after his deat: 
his grave attracted large crowds, 
However, the extent of à proz 
mass constituency will become clea 
only after the initial period of mourning 
is over. In an emotionally charged at- 
mosphere, with grief over his death still 
fresh, people's thinking could be differ- 
ent from normal. His sons have been in- 
vited by religious activists to take up the 
banner of their father though they pub- 
licly declared they have no political ame 
bitions. The eldest son, Agaz-ul Ha 
told a press conference: "We will. on 
follow our father m following the pa 
of Islam and shun divisive politics," 
Several political analysts have 
revised their previous judgement a 
Zia ruled only through the army and | 
without any public backing. It is being 
argued that the religious constituer 
did not feel the need to mobilise wht 
Zia was in power because they saw him - 
as doing their job for them. Islamist pọ- 
litical leaders as well as other observers 
mistook this lack of mobilisation for 
lack of support. 
Zia's death has revived the Islamie 
sentiment because now religion 
minded people feel that there is a re 
threat of reversal of Islamisation. Ag 
active support for the Afghan muj 
deen, which had also not been v 
ble while Zia was alive, has à 
started manifesting itself in spo: 
taneous meetings in mosques after 
rayers. Mobilisation of the 
itherto invisible Zia supporters 
could make it difficult for his suce. 
cessors to take over the administra- 
tive mantle while ignoring Zias 
ideological legacy. 
But in the absence of a sing 
party which could appeal to ti 
electorate in Zias name, the 
could be many disper 
ants to this legacy. Confron 
between the mutually oppose 
sions for Pakistan could once & 
cause the breakdown of ordi 
which has traditionally prece 
ed military takeovers in the coui 
try. 
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By Nayan Chanda in Washington 


"I" he death of Pakistani President Zia- 
ë ul Haq — one of Washington's 
closest allies and with him one of its best 
.diplomats, US Ambassador Arnold 
. Raphel — has raised new concern about 
the future of US-Pakistan relations 
and has also brought home the political 
¿Void Zia's one-man rule has left in 
Pakistan. 
<e While Washington feels that the 
| once anti-American Pakistan People's 
Party (PPP) has moderated its stance, 
_| the lack of an intimate US relationship 
-| with the new army chief of staff, Gen. 
_| ¿Mirza Aslam Baig, is cause for some un- 
-| certainty. Administration sources said 
| Baig, whois the only surviving four-star 
general in Pakistan, “never sought us 
out” and maintained a low profile. Baig 
-iş à muhajir, a migrant from India and 
nay not command the unqualified loy- 
alty of an officer corps dominated by 
Punjabis. While this could preclude any 
precipitate political action by Baig, US 
"officials remain wary of the Pakistani 
army's next move. 
~~ Concerned that the armed forces 
. may be tempted to step into the void left 
| by Zia, the Reagan administration has 
-| communicated its hope that parliamen- 
j| tary elections will be held on schedule. 
With unusual alacrity, the White House 
has named the next ambassador, 
Robert Oakley. Normally ambassado- 
ial appointments are avoided a few 
months before a presidential election 
_ because the new administration may de- 
cide to recall the previous president's 
ippointee. It is a measure of the impor- 
ance Washington attachés to Pakistan 
hat Oakley is expected to be confirmed 
y the US Senate and take up his post 
within three weeks. 






























he anxious watch 


India and the US keep a wary eye on post-Zia transition 
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Secretary of State George Shultz arrives for Zia’s funeral: new concern. 


Contrary to speculation in the Pakis- 
tani media, US officials tend to dismiss 
the possibility of Soviet or Indian in- 
volvement in the crash. While not dis- 
counting sabotage, these officials main- 
tain the crash could have been a simple 
accident due to mechanical failure. The 
findings of the Pakistani investigation 
are to be completed by the end of the 
month, but analysts do not rule out a 
politically motivated report by the army 
top brass. 

If some elements of the army wanted 
to seize power, sources said, they could 
come out with a finding that would jus- 
tify a takeover. However, a senior ad- 
ministration official told the REVIEW: "I 
don’t get the impression that by and 
large the army wants to step into poli- 
tics. I feel that the elections are going to 
take place and a government that would 
be satisfactory to the military will 
emerge." 


G ieren Cohen, an academic expert 
on the Pakistan military and until 
recently a member of the policy plan- 
ning staff of the State Department, said 
that whether there is a peaceful transi- 
tion or not depends in part on the PPP 
and the family of PPP leader Benazir 
Bhutto. Zia and the Bhuttos had long 
been at loggerheads, and there has also 
been animosity between the Bhuttos 
and other generals who were involved in 
the execution of Benazir's father and 
former prime minster, Zulfikar Ali 
Bhutto. 
several retired generals who were 
close associates of Zia during the early 
eriod of martial law must be wonder- 
ing about Benazir's intentions towards 
them. The question is whether she feels 
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that with Zia’s death justice has been 
done or whether she might still seek re- 
venge against the early associates of 
Zia. Many of the retired generals play 
an active political role and maintain 
close ties with the army. If they felt 
threatened, they could push for an army. 
takeover. 

On the question of future support to 
the Afghan resistance — the corner- 
stone of US-Pakistani friendship in the 
1980s — US officials say the next gov- 
ernment in Islamabad may lack the 
passionate commitment of Zia. If the 
PPP wins the November election it may 
press for the quick repatriation of Af- 
ghan refugees and a coalition govern- 
ment in Kabul but “they won't go too far 
out of line and provoke a military in- 
tervention," an administration official 
said. 

But officials do expect that with Zia 
gone Islamabad will ease off both on its 
backing of the fundamentalist factions 
among the mujahideen and the Islami- 
sation of Pakistan. In recent months 
Zia's promotion of the fundamentalist 
Hizbe-e-Islami group led by Gulbuddin 
Hekmatyar caused some irritation in 
Washington. Now that the Afghan issue 
— Washington's topmost concern in the 
region — is on its way to being resolved, 
other issues such as Pakistan's clandes- 
tine nuclear programme, democracy 
and human rights will come to the fore 
in bilateral ties. 


> Salamat Ali writes from New Delhi: 
India declared a three-day official 
mourning period to mark Zia’s death 
and sent a large high-level delegation to 
the funeral. Leading the Indian team 
was President R. Venkataraman, who 
was accompanied by Foreign Minister 
P. V. Narasimha Rao, three other 
ministers and a group of parliamenta- 
rians, including members of the opposi- 
tion. | 

At the policy level, Indian officials 
believe that ties with Pakistan will de- 
pend on who takes over from acting pre- 
sident Ghulam Ishaq Khan. The con- 
sensus in the Indian Government seems 
to be that, in the short term at least, the 
Pakistan army will remain the dominant 
political force. Until the mid-November 
general election, when a new govern- 
ment will be in power in Islamabad, the 
strategic relationship between Pakistan 
and the US will remain intact with no 
new policy intiatives expected from a 
lame-duck Reagan administration. 

Indo-Pakistani ties are expected to 
remain at a standstill for the next few 
months, because the interim adminis- 
tration in Islamabad is unlikely to make 
any significant moves on the crucial is- 
sues which, according to New Delhi, 
have strained bilateral ties in the recent 
past. These issues are the proposed no- 
war pact between the two sides, Pakis- 
tan's clandestine nuclear-weapons pro- 
gramme and Islamabad's alleged aid to 
Indian Sikh separatists. ol 
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ve recognize that being able to provide the highest — branch operations here have been consolidated to form 
level of commercial lending and trade finance services to Security Pacific Asian Bank.” 
customers in the Asian market takes more than the capital This gives us the strength of an integrated network 
strength of one of the worlds largest financial institutio of 27 branch offices in the Pacific Rims major financial 
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And the additional strength of seven branches of the markets capabilities and worldwide banking resources of 
Asian Bank in California. Security Pacific Merchant Bank, which is backed by the $34 
All 24 are full-service branches, not just limited repre- — billion capital strength of Security Pacific Corporation, the 
sentative offices. This ensures that local bank management sixth largest bank holding company in the United States. 
will be able to effectively serve all of our customers needs. To serve our customers, wherever their needs may be. 
Of course, we can provide a direct link to the capital And thats what an edge is all about 
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United's VIP Hotel Program. That way, you can head straight 
to any of 41 prestigious hotels in 19 cities, where First Class 
fliers receive special rates.** 

So the next time you travel to America, fly with the airline 
whose First Class service really is in a class of its own. 

Call your travel agent or United. 

You’re going to love it. 


* United Concierge Service not available in Beijing | Shangh United First Cla iunge not available at all airports 
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A law unto himself 


Master manipulator who dominated politics and the military 


By Salamat Ali 


H alfway through his talks in 1977 with 
the opposition joint front demand- 
ing new polls, the late Pakistan prime 
minister Zulfikar Ali Bhutto was asked 
what would happen if the negotiations 
failed. He had replied: “Angels would 
descend from the heavens. Ivan the Ter- 
rible would come. . ." There can be no 
doubt now about what Bhutto's un- 
characteristically enigmatic statement 
meant. Read Pakistan army generals for 
angels, the general headquarters for the 
heavens and Gen. Mohammad Zia-ul 
Haq for Ivan the Terrible, to fit the facts 
that are now history. 

Bhutto was acutely conscious of the 
military's contempt for civilian rule and 
that his real opposition was the general 
headquarters and not the insignificant 


$ 


electoral support of his political adver- 
saries. Whatever lingering doubts 
Bhutto might have had were dispelled 
when, during the early stages of the op- 
position agitation, the army command- 
ers asked him to impose martial law. 
Given the prevailing situation, the army 
was fully poised to seize power. No 
army chief in Zia’s shoes could have 
held back from staging the coup. 
During their discussions on how to 
contain the opposition’s agitation, 
Bhutto was so shocked by Zia's draco- 
nian proposals that the comparison with 
the Russian despot came to his mind 
quite naturally. As it turned out, Bhutto 
engineered his own death by hanging at 
Zia's hands in 1979, because his con- 
stitution — so far the first and last 


tions within 90 days of his coup and then 
serving as a mere umpire to ensure fair 
and free polls. Hence, they were not 
surprised when he kept putting off elec- 
tions. 

Zia's biggest advantage in dealing 
both with Bhutto's Pakistan People's 
Party (PPP) and almost all its oppo- 
nents, was their gross underestimation 
of his regime's capabilities. But to 
everyone's discomfiture, after a few ini- 
tial faux pas, Zia proved himself a 
superb practitioner of manipulative 
politics. 

some of the politicians opposed to 
Bhutto were inducted into  Zia's 
cabinet, only to be ousted as soon as the 
former prime minister was hanged. In 
the wake of the execution, Zia was bril- 


a -- 


Zia on the world stage: initially regarded as a pariah, then courted by the West 


| 








framed democratically — had defined | 


coup d'etats as high treason punishable 
by death; Zia could not afford to let him 
live. 

Aware of the constitutional provi- 
sion, observers knew that Zia could 
never keep his promises of holding elec- 
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liant in managing the prevention of the 
formation of a grand alliance of all poli- 
tical parties in that crucial phase when 
his regime was highly vulnerable. 


he alliance was permitted to 

materialise only after Zia had emas- 
culated the PPP by constant repression, 
forcing the retirement or exile of most 
of its activists. With growing confi- 
dence, he became instransigent, declar- 
ing that he was not in a popularity con- 
test against anyone: his sole electorate 
was the Pakistan army, and it was not 
written in the Koran that he had to hold 
elections. 

Zia's luck held out in the interna- 
tional sphere, where the Soviets unwit- 
tingly gave a helping hand. Until the Af- 
ghan invasion, few — with the notable 
exception of the then Indian prime 
minister Morarji Desai — wished to be 
tainted by a show of cordiality towards 
him. Zia had contemptuously dismissed 
worldwide appeals for saving Bhutto's 
life as the antics of "the trade union of 


politicians." His public hangings and 
floggings had not helped his image. But 
his status as an international pariah 
ended with the Soviets marching into 
Afghanistan and sending millions of ref- 
ugees across the border into Pakistan. 
Zia's one outstanding trait was his 
opportunism. Realising that Pakistan 
had turned into a front-line state, he 
knew that despite its suspicions of 
Pakistan’s nuclear programme, the 
West would have to give him everything 
he wanted in the name of shoring up his 
defences against Soviel expansionism. 
Having gained the initiative in relations 
with the US, he never let it slip away and 
followed up with successful negotiations 
with Washington not only on debt-re- 
scheduling but much more, including 
multi-billion dollar aid packages, for the 
military and economic sectors. Middle 
East petrodollars, too, came in a torrent 
to bankroll not only Afghan refugee re- 
lief but also arms and other purchases. 
Meanwhile, to avoid the danger of 


| hostility on two fronts, he proposed à 








no-war pact with India which by then 
was ruled by Indira Gandhi who, while 
in opposition, had unsuccessfully lob- 
bied with her friends abroad to save 
Bhutto. He thus placed India on the de- 
fensive. He courted additional pet- 
rodollars by declaring he and his sol- 
diers would defend the Saudi royal fam- 
ily with their lives and sent a large 
number of soldiers to serve in Saudi 
Arabia. They had to be withdrawn later 
due to growing hostility between Saudi 
Arabia and his own neighbour Iran, 
with which Pakistan could ill afford hos- 
tile relations. 

At home Zia proved a much more 
successful manipulator of his military 
colleagues than was Bhutto of his fellow 
politicians. There were some unpubli- 
cised isolated attempts on his life and 
some publicised low-level plots to oust 
his regime, but he remained firmly in 


| control. This was because until the time 


of his death he never took any signi- 
ficant decision without getting his senior 
commanders' assent. He was patient 
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ip and. et them retain their pes 
ommands plus civilian political author- 
ty until pressure for promotions from 
below became too obvious to ignore. 
-Each of these colleagues fell by the 
. wayside leaving Zia the master of all he 
surveyed. 

Now, no political or military author- 
ity is wielded by anyone who was privy 
to the anti-Bhutto coup plot, with the 
sole exception of acting president 
‘Ghulam Ishaq Khan, who at that time 
was the top bureaucrat of the Defence 
Ministry and one of the few who knew 
of the decision to hang Bhutto long be- 
fore the execution. 

A Realising that the army was his con- 
< stituency, Zia passed through various 
=t political phases without giving up his 
<ie crucial EAA as army chief and 

amended the constitution to retain this 
job as well as the presidency. He 
nourished his military constituency and 
pampered it; both serving and retired 
personnel had never had it so good. Even 
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volvement in the heroin trade, ne\ 


sulted in action against some of his close | 
| former military associates. 


A show of humility, extreme cour- 
tesy and a charm he could switch on 
and off, had won Zia the top army job in 
the face of claims of more senior and 
professionally competent generals. Un- 
derstanding Bhutto's weakness for 
sycophancy, he played it to the hilt in 
petting the job. The ability to endear 
himself to his chosen targets served Zia 
well, especially in the initial stages of his 
rule when he needed all the goodwill he 
could muster. It became his permanent 
trait and was a refreshing change from 
Bhutto’s arrogant style. No diplomat, 
journalist or any other foreign visitor 
failed to be touched by his courtesy. But 
the charm lasted only as long as the per- 
son was needed. 

The judiciary was cultivated only as 
long as it legitimised his regime; soon af- 
terwards each judge was told on pain of 


riking while it’s hot 


| Asnap poll catches a booming economy and weak opposition 


| By Rodney Tasker 

ae Sis s general election on 3 
|]. wa September is being used by Prime 
.| Minister Lee Kuan Yew as a vehicle for 
Pod. generational change in his ruling 
-| People's Action Party (PAP), in which 
-| he holds the key post of secretary-gen- 
| eral. Lee has clearly 
^| brought forward the elec- 
-] ton, not necessary until 
-| December next year, to 
^f. take advantage of buoyant 
economic conditions as 
well as opposition disarray 
after a succession of sec- 
urity arrests, court actions 
and electoral system 
changes. 

Lee himself turns 65 on 
6 September, and has in- 
icated he will relinquish 
he prime  ministership 
oon after. A government 
ite paper proposing an 
ced piesidency with en- 
hanced powers to veto spending of fiscal 
reserves and senior civil service ap- 
pointments will be the basis of a con- 
Stitutional amendment the PAP govern- 
ment plans to put to parliament after the 
election (REVIEW, 11 Aug.). This is 
widely seen as creating a position for 
Lee to supervise his successors. 

. Shortly after the date was an- 
nounced, the PAP said it was retiring 14 
of its MPsto make way for new blood. It 
was no surprise that the two remaining 
PAP founders in the cabinet (apart from 






















Toh: critical. 





Lee himself), Senior Minister S. 
Rajaratnam and Law Minister E. W. 
Barker, were to stand down. But some 
Observers saw a purge of PAP sceptics in 
some other names on the list. 

While Toh Chin Chye, a PAP found- 
er and former deputy 
prime minister, had said 
during the last election in 
1984 that he would not be 
running again, he has re- 
cently been critical of his 
own party leadership. 
Another PAP  stalwart 
among the 14, former la- 
bour minister Ong Pang 
Boon, has also expressed 
concern about the repub- 
lic’s political direction 
under the party. Both had 
seen their constituencies 
merged into new three-MP 
“team” electorates in June. 

Last month, Toh had 
warned in a speech that dissenting 
voices should be given an outlet, or a 
safety valve, in the form of perhaps 10 
opposition seats in parliament. More re- 
cently both Toh and Ong had criticised 
the die e for an elected president, 
saying this was not the way to ensure a 
peaceful transition of power. 

Both may have been seen within the 
PAP leadership as guilty of taking too 
literally the often-stated challenge by 
government ministers for credible op- 
position candidates to come forward 


PAAR ELENA ARCO DCT A ee eM S MMC arr dr nen tat ARR ENAMEL A RR LB RR BER ta A SABRE AST irre rear rs py PSA Ld bhai darks AAAA Eh A eA TN AN EA AA a 





a regime rather than to the constitution. ! 
He placed all decisions of his martiallaw 


courts beyond the jurisdiction of the 
civilian judiciary and at one stage was 
running three parallel systems of justice 
— military courts, civilian courts and re- 
ligious courts — all dealing simultane- 
ously with the same issues. 

The Islamisation that he made the 
pivot of his regime was an inescapable 
necessity. Having defined the preced- 
ing PPP government as secular rule, 
which he asserted was in defiance of the 
people's wishes, he ascribed all the 
maladies the country suffered during 
that era to moral laxity. Needing des- 
per ately a justification for moulding the 
country's constitution to his needs for 
suppressing freedom of expression, 
civil rights, emasculating the judiciary 
and suppressing freedom of expression, 
he saw no alternative to Islamisation. 

Added justification was found in the 
opposition s  anti-Bhutto agitation, 
which in its terminal stages had prom- 


and stand for election. The PAP lost 
only two seats to the opposition in 1984 
after a long period of almost one-party 
rule, but was shaken by a 12.3% swing 
against the party leaving it with 63% of 
the vote. Much of the adjustment to the 
political system since then seems trace- 
able to nervousness about further 
swings producing a sudden avalanche of 
inexperienced opposition candidates, 


and putting up a populist challenge 
to the PAP’s self-styled "merito- 
cracy." 


No doubt as the new president will 
be nominated by a government-selected 
panel, Lee is not yet admitting to want- 
ing the job but has given plenty of clues 
that his retirement will be gradual. At a 
national day rally on 14 August, he said 
that "even from my sick bed, even if you 
are going to lower me into the grave and 
I feel that something is going wrong, I'll 
get up. Those who, believe that when I 
have left the government as prime 
minister, that I've gone into permanent 
retirement, really should have their 
heads examined." As for creating the 
elected presidency to hang on to power, 
Lee said that by staying as PAP secret- 
ary-general he will have all the power 
necessary to guide the government. 


ee also gave a guarded endorse- 

ment to the "second-generation"- 
leadership who will take over the gov- 
ernment. Although they had not been 
tested by a grave crisis, they were the 
best he could assemble. Giving a public 
rating to several individuals, Lee said 
that some years back he had considered 
Education Minister Tony Tan a better 
leader than the acknowledged success- 
or, First Deputy Prime Minister Goh 
Chok Tong, who was "trying to please 
too many people." Lee also said he did 
not rated another young minister, For- 
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ised Islamisation. Consequently, he in- 
stituted mandatory religious require- 
ments for civil servants and introduced 

unishments prescribed by Islamic law. 

akistan is a deeply religious society, 
but those measures could not get Zia 
mass acceptability and instead added to 
the rm. resentment, for they were 
widely perceived as props to his regime. 


As adding to the resentment was 
the perception in the minority pro- 
vinces that his regime was dominated by 
those representing the interests of Pun- 
jab province, which is home to 54% of 
the population. Half-way through his 
rule, the widespread show of resent- 
ment in the country's second most 
populous province, Sindh, was put 
down by strong military action. 
Baluchistan, having been roughed up 
under Bhutto for defying central au- 
thority, was wary but also indisputably 
hostile. The fourth and last component 
of the country — the North-West Frontier 
Province — was home to around 2 mil- 


eign Minister S. Dhanabalan, because 
he did not think Singapore was ready for 
an Indian prime minister. Lee did not 
evaluate his eldest son, 36-year-old 
Trade and Industry Minister Lee Hsien 
Loong. 

Lee’s criticism evoked a response 
from the normally impassive Goh. 
“I have told the prime minister 
many times I will not change my 
style," he said at a party meeting. 
"It is part of my temperament and 
personality.” He said he viewed his 
style as a strength, rather than a weak- 
ness. 

Goh and other ministers have, 
meanwhile, knocked back calls for a re- 
ferendum on the presidential issue, led 
by the only sitting opposition MP in the 
outgoing parliament, Chiam See Tong 
who is leader of the Singapore Demo- 
cratic Party (SDP). Goh said he did not 
"govern by referendum," and Lee 
junior has said that a vote for the PAP in 
the coming election will also be an en- 
dorsement of the new-style presidency. 
Given the 63% PAP vote in the last 
election, the government possibly felt 
the risks were quite high of not get- 
ting a resounding majority in a ple- 
biscite if it were an isolated ques- 
tion. 

Chiam says the presidency issue will 
be one of his major platforms in the 
election. A party slogan, "Deny them 
two-thirds," aims at robbing the PAP of 
the two-thirds majority needed in par- 
liament to make changes to the constitu- 
tion. However, it would take success for 
all the 20 candidates the SDP said it will 
field, plus seven other opposition MPs, 
to get such a blocking position in the 81- 
seat parliament. 

With nominations due on 24 August, 
both the PAP and opposition grou 
were holding back on final lists of candi- 
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lion Afghan refugees and the target of 
Afghan border incursions and saboteurs 
planting explosives, claiming a frequent 
toll in human lives and property. 

The situation was complicated 
further with the US Congress tending to 
link aid bills with Zia's record on human 
rights and, more importantly, with 
people's representation in the govern- 
ment. Hence, during the last two years 
of his 1l-year rule, Zia experimented 
with manipulated elections and non- 
party, elected legislators and appointed 
Sindhi politician Mohammed Khan 
Junejo as prime minister. 

He had to dismiss both Junejo and 
the national assembly in May when he 
found that they were beginning to take 
their constitutional role too seriously. 
Junejo was suspected of trying to insti- 
tute a political coup through a planned 
amendment of the constitution and of 
playing politics with senior military offi- 
cials. 

Zia s announcement of partyless 
elections for November was seen as an 


dates. Aside from the SDP, the only 
other opposition party to have held a 
seat recently is the Workers' Party, 
which suffers from the disqualification 
of its leader J. B. Jeyaretnam from par- 
liament for five years from 1986 for fal- 
sifying party accounts. The creation of 
13 new team MP constituencies — each 
must have a Malay or Indian in the 
three-person party slate — has also 
hemmed in the small parties. 


V oters will also have to take into ac- 
count the fact that many MPs will, 
under recent legislation, also head local 
town councils responsible 
for administering housing 
estates, where the majority 
of Singaporeans live. Lee 
and other leaders have said 
this will make voters look 
at the calibre of candidates, 
as such basic services as 
their elevators and garbage 
collection will rest in their 
hands. But in the light of 
government statements 
after the 1984 swing against 
the PAP that areas of PAP 
support would get first 
priority in government ser- 
vices, some analysts think 
the new system threatens 
opposition-held electorates with 
punishment regardless of the 
ability. 

One focal point in the opposition will 
be former solicitor-general Francis 
Seow, who was released last month 
after 72 days' detention under the Inter- 
nal Security Act (ISA). Seow said he 
would run as a candidate for one of the 
opposition parties, and could well suc- 
ceed. He wants to fight Home Minister 
S. Jayakumar, his most directly visible 
gaoler, in his constituency. Six tax-eva- 
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attempt to secure a fresh term — or safe 
exit — for himself, while he retained in- 
fluence over the bureaucracy which 
would administer the polls. His violent 
disappearance from the scene now 
throws old theories open to the test. Re- 
tired air marshal Asghar Khan, chief of 
the Tehrik-e-Istiglal party, had de- 
clared in 1980 that Pakistan and the 
Pakistan army had become incompati- 
ble and could not coexist. There is also 
the view held abroad that Pakistan suf- 
fers from so many irreconcilable con- 
tradictions that it can be held together 
only with force. 

The coming events in Pakistan will 
be a strong refutation or endorsement 
of these perceptions. Zia's abrupt re- 
moval from the scene has come at a time 
when the ruling elite in Pakistan could 
see unmistakable »4he loosening 
of his stronger? SURPPP chair- 
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sion charges, brought after tax au- 
thorities scrutinised Seow's financial re- 
cords soon after they were studied by 
Internal Security Department officials 
during his detention, threaten to make 
any victory short-lived. The trial has 
been set for December, which will mean 
Seow can contest the election, but a fine 
of more than S$2.000 (US$983) would 
force him to quit parliament. 

The Seow case, together with the ar- 
rest last year of 22 alleged Marxists 
under the ISA, will doubtless be raised 
by opposition candidates as illustratin 
the authoritarian nature of the PA 
government. The PAP, on 
the other hand, will deliver 
the message that Singapore 
owes its prosperity to the 





more to come only if it re- 
mains in power. The econ- 
omy surged in the first half 
of the year to an annual 


employment has come 
down to less than 3% and 
wage increases now aver- 
age 10% after a two-year 

riod of wage-restraint 
ollowing a severe reces- 
sion in 1985, when there 
was 1.6% negative growth. 

To set a buoyant mood for the elec- 
tion, the government has called for a 
night-time street festival the preceding 
Saturday. This will be a re-run of a Na- 
tional Day carnival held on the night of 
9 August, which was halted by police 
because of bigger crowds than ex- 
pected. In part, the festivities are aimed 
at 220,000 new voters, about one-eighth 
of the national electorate, who have no 
recollection of previous hard times and 
might regard the PAP as something of a 
“killjoy” party. oO 
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Bertil Lintner in Bangkok. 

ready, speculation has begun as 
o whether Maung Maung, 
urma's new leader, will outlast his 
ated predecessor who was in power for 
nly 17 days in power. Student de- 
monstrators were back on the streets of 
Rangoon after his 19 August appoint- 
ment, this time joined by lawyers, medi- 
cal staff, dockworkers, Buddhist monks 
and even well-known film stars and sin- 
gers. And on 23 August, about half a 
million people demonstrated for demo- 
cy in othef cities, ` 


There Bas been none of the violence 
uch bróught down Sein Lwin on 12 
ust, But it has become clear that 
t aung, the" former attorney- 


more than a figurehead for the military. 
It is also clear that the demonstrators 
ant a new political system, not just 
nother leader from the Burma Socialist 
rogramme Party (BSPP). 
After Sein Lwin resigned, the streets 
ecame relatively quiet as Burma 
waited their next leader. But early on 
e morning after the BSPP appointed 
aung Maung its new leader and parlia- 
ent subsequently appointed him presi- 
ent, posters and leaflets denouncing 
him appeared in Rangoon. 
< Fhe demands were the same as be- 
re: that a new democratic constitution 
e introduced, thousands of dissidents 
eld in jail be released, compensation 
e paid to the families of those who 
ere killed by the armed forces during 
the 8-12 August nationwide demon- 
strations, and that those responsible 
for the killings be brought to justice. 
They also called 
for. renewed mass 
demonstrations on 22 
August in which the 
students were joined 
; lawyers in court 
es, medical staff. 
hospital whites, 
kworkers from 
goon port, 
film stars, 





nstrations were 
» he in other 

ns. And on 23 Au- 
ist, 100,000 peo- 
marched through 
oon, 200,000 
ugh Mandalay 
same number 
voy in the south. 
ie clumsy official 
ing of the after- 





instrators demanding democracy ignore new leader 


math of the Sein Lwin resignation did 
nothing to win people over. The state- 
owned media infuriated the public at 
large with radio describing the de- 
monstrators as “rowdy-makers and bad 


hats" and the publication of casualty fig- | 


ures everyone said were too low. Offi- 


cially 112 people were killed and 267 | 
wounded in Rangoon from 8-12 Au- | 


gust, but independent sources say the 


figures were at least 10 times higher. | 
The public also sneered at reports that 


“misguided elements” were now com- 
ing back “begging for forgiveness for 
their misdeeds.” 

Observers also note that in his inau- 
gural speech on 19 August, Maung 
Maung offered no political concessions, 
His appeal for calm was followed by a 
speech by BSPP general secretary Aye 
Ko who reiterated the promises of eco- 
nomic reforms which were first made at 
the party’s 23 July extraordinary can- 
gress in which Ne Win stepped down. 


pe Maung Maung is con- 
sidered the only leading Burmese in- 
tellectual who has always been close to 
the powerful military. He graduated 
from an officers’ training school in Ran- 
goon during the Japanese occupation in 
the 1940s, but then quit the army to 
study law at Rangoon University. He 
was called to the Bar by Lincoln’s Inn in 
London and later earned doctorates 
from Utrecht University in Holland and 
Yale. 

As Ne Win’s legal adviser, he served 
as assistant attorney-general in the mili- 
tary caretaker government trom 1958- 
60 and after the 1962 coup as chief jus- 
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JSPP's central committee and the m 
author of the present constitution. 


any BSPP leadership will be able to 
reassert its authority after the killings in 


| early August. Burmese sources claim 


that if the recent winds has achieved 
any immediate goal, it is the partial col- 
lapse of the BSPP-run administration. 
During the uprising, the houses of 
several high-ranking government 
people were set on fire and many offi- 
cials are now hiding in army camps on 
the outskirts of the city. Luxury con- 
sumer goods, removed from the offi- 
cials’ houses, are being sold cheaply, the 
sources say. “In Mandalay, the monks 
run day-to-day affairs and the people 
themselves ensure law and order. The 
pattern is the same in several other up- 
country towns,” one source said. 
Sources in Sagaing, near Manda- 
lay, claim that the shooting there 
on 8 August was led by Kyaw Swa, the 
chairman of Sagaing Division People’s 
Council (the equivalent of a governor), 
who allegedly opened fire with his Sten 


i gun into a crowd of demonstrators. 


Fearful of revenge, he has now deserted 
his post and his whereabouts are un- 
known. At least one participant in the 
July emergency congress, who argued 
against a multi-party political system, is 


| reported to have been shot by his own 


constituents when he returned home. 
The future of the BSPP regime is 
clearly at stake, Burmese sources say, 


|! but the absence of any obvious alterna- 


tive to it is critical in the Burmese 
tangle. 

Aung San Suu Kyi, the daughter of 
Burmese nationalist hero Aung San, has 
recommended a “people’s consultative 
committee” be formed to run the coun- 
try until a referendum is held to decide 


| whether Burma should have a multi- 


party system. 
Tyn Myint-U, the son-in-law of 
former United Nations secretary-general 
U Thant, has recom- 
mended the setting up 


, ment of national re- 
| conciliation (REVIEW, 
25 Aug.). This was 

HM echoed by the Pyithu 
ay Tat-U, or United Pat- 
A]  riotic Front, the only 
opposition group that 
appears to have a wide 
range of contacts in- 


/^ country. 

A government pro- 
posal for a commis- 
sion of inquiry to look 
into people's grie- 
vances was an- 
nounced when Maung 
Maung was ap- 
pointed. Burmese are 
not expected to be 
satisfied with that. KJ 
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Indonesian children: striking achievements in education. - 


| Ensuring regional growth 
| now the oil boom is over 





he American anthropologist Clif- 

ford Geertz once observed that ". . . 
Indonesia flourishes when it accepts and 
capitalises on its diversity and disinte- 
grates when it denies and suppressesit . . ." 

Indonesia's extraordinary diversity 
— ecological, economic, cultural, lin- 

uistic and demographic — is well 
Down. What is equally extraordinary is 
the minor role “regionalism” has played 
in the national political life of President 
Suharto's administration since 1966. 
After all, it has been only 30 years 
since a series of regional insurrections 
and breakaway movements shook the 
government and threatened national 
unity. 

One of the least discussed but most 
successful components of the govern- 
ment's record has been its deft handling 
of the "regional" issue. There is some 
truth to the critics' ascribing the absence 
of any major unhappiness in the regions 
to authoritarian and highly centralised 
rule from Jakarta. But, equally impor- 
tant, the Indonesian Government has 
been committed to regional develop- 
ment as never before and on a much 
more substantial scale than most of its 
neighbours. 

The massive surge in oil revenue dur- 
ing the 1970s enabled Jakarta to finance 
regional development and impose uni- 
form (and, many would add, rigid) eco- 
nomic and social priorities throughout 
the sprawling archipelago. But now, 
non-oil exports and the private sector 


Hal Hill, an economist at the Aus- 
tralian National University in Can- 
berra, has just completed editing a 


book on regional economic deve- 
lopment in Indonesia. 
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are the new buzzwords, replacing oil 
and state-guided industrialisation of the 
1970s. Perhaps even more important, 
though less frequently stressed, is de- 
centralised development. The Jakarta 
money tap has been turned off. Now the 
regions have to make it on their own. 

Indonesia's Five-Year Plan, begin- 
ning next April, faces a challenge: To 
“capitalise on its diversity,” promote in- 
ternal economic integration and main- 
tain regional cohesion in the 1990s in 
straitened financial circumstances. 

The fruits of economic and social 
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progress have been distributed to a re- 
markable extent among the provinces 
so far. There have been reasonably uni- 
form improvements in virtually every 
major socio-economic indicator since 
1970. Gross regional output data, for 
example, clearly shows a “clustering” of 
output growth around the national aver- 
age. Indeed, the high-growth regions 
have often been poorer provinces like 
East Java, Bali and West Sumatra. 
Data for poverty incidence, health 
and education show similar trends. In 
virtually all cases there has been a 
strong uniformity in regional trends: im- 
rovements have occurred across the 
oard and regional disparities have nar- 
rowed. 


he education record has been par- 

ticularly striking. Under the 
Elementary School Programme, school 
enrolment ratios have risen dramati- 
cally, especially in some of the poor and 
isolated regions outside Java. 

The island of Java itself, portrayed 
20 years ago as heading towards being 
unable to feed and provide work for its 
inhabitants, has also confounded 
doomsayers. East Java in particular, 
without oil and the flow of money that 
has driven the Jakarta economy, has 

rospered. So has the adjacent is- 
and of Bali, fuelled by rice and tour- 
ism. 

There are other good performers. 
The staunch Islamic communities of 
West Sumatra and Aceh have raised liv- 
ing standards. North Sulawesi, a pro- 
vince closer to the Philippines than to 


Glacial progress 


North-South dialogue stalls over shape of future talks 


By John McBeth in Panmunjom 


he first political contacts between 
North and South Korea in nearly 
three years have at least given the impre- 
ssion that further dialogue may be possi- 
ble. Like a lot of other things on South 
Korea's political schedule, any real pro- 


gress may have to wait until the end of 
the September Olympic Games. 


Talks between parliamentarians 
from the two sides stalled on 22 August 
after they failed to reach common 
ground on the size of delegations to a 
larger 29 August conference scheduled 
for Pyongyang. Linked to that was 
broad disagreement over the Olympic 
issue itself and the proposed endorse- 
ment of a non-aggression pact. But 
agreement was reached the next day for 
further talks between single representa- 
tives on 24 August. 


The South Koreans refused to go 
along with Pyongyang’s proposal that 
the full four-day meeting should include 
all 655 members of the North Korean Su- 
preme People’s Assembly and the 299- 
man South Korean National Assembly, 
along with another 100 delegates repre- 
senting people from all walks of life. The 
South favours teams of 20 lawmakers on 
either side, though it is prepared to ex- 
pand the number to 25 if necessary. 

The southern delegation also op- 
posed the North's proposal that the 
Pyongyang meeting should consider a 
joint non-aggression declaration. While 
not ruling it out as a discussion point, 
delegation leader and ruling Demo- 
cratic Justice Party (DJP) assembly- 
man Park Jun Kyu said the lawmakers 
should go no further than to urge their 





much of Indonesia, and even the very 
poor provinces of Central Java and Jog- 
jakarta have performed well. 

There are some areas, however, 
where the high rate of growth at the na- 
tional level has had little local impact, 
especially in eastern Indonesia and the 
desperately poor provinces of the Nusa 
Tenggara region to the east of Bali. Far 
from major centres of commerce and 
lacking any substantial natural re- 
sources, these mainly dry and infertile 
islands have been neglected by most 
Jakarta administrations before and 
after independence. The result is con- 
tinued grinding poverty. 

Lampung, on the southern tip of 
Sumatra, is equally worrying. Lampung 
was prominent in 
the transmigration 
programme — the 
government's pro- 


6 If Jakarta is to avoid a return to 
regional disaffection and the 


rivalled political-administrative power. 

With oil money from provinces like 
Aceh, Riau and East Kalimantan, and 
aid, funds were pumped out to the pro- 
vinces on an unprecedented scale. 

With the decline of oil prices, how- 
ever, Jakarta is no longer able to bank- 
roll regional development. And if 
Jakarta is to avoid a return to regional 
disaffection and the dissent of decades 
ago, a new regional development stra- 
tegy has to be fashioned for the 1990s. 
Given the greatly strengthened plan- 
ning and policy-formulation capacity in 
the provinces, and the now rich regional 
data base, decentralisation is both feasi- 
ble and desirable. 

The first priority will have to be con- 
tinued attention to 
physical infrastruc- 
ture. The huge in- 
vestments in trans- 


gramme to relieve | dissent of decadesago,anew | portation systems 
population pres- regional development strategy | Over the past two 
sure in Java by has to be fashioned for the decades have 
sponsoring the relo- 19905. ? meant that  In- 


cation of hundreds 
of thousands of 

ople to other islands — and its popu- 
ation has grown at over twice the na- 
tional average. The social and physical 
infrastructure, however, has not ex- 
panded to cope with the influx. 

The problem areas aside, what 
would explain Indonesia's good region- 
al development record? First, since 
1966 there has been a powerful, united 
and peosani development-oriented 
central government — one that recog- 
nises the political risks of having ne- 
prace and restive regions. And second- 

, Jakarta has had the financial 
means to match (and sweeten) its un- 


respective governments to conclude 
such a treaty. 

The South went into the parliamen- 
tary talks with nothing new to offer on 
the co-hosting of the Olympics and nur- 
turing only a vain hope of trying to per- 
suade Pyongyang to enter its athletes at 
the last minute. As it turned out, chief 
North Korean delegate Chun Kum Chol 
said he would only discuss the Olympics 
during the main meeting. 

However, both sides still may have a 
strong interest in pursuing contacts. In 
pushing to bring its case to the South Ko- 
rean assembly, the North no doubt feels 
it can drive a wedge between the DJP 
and opposition parties while showing it 
does not accept the legality of the Roh 
administration. 

The South, for its part, has to be seen 
to be doing something constructive fol- 
lowing President Roh Tae Woo's 7 July 
declaration, in which he put forward a 
series of proposals on the North-South 
issue. The government clearly felt it had 
to take the initiative away from the stu- 
dents and other dissident groups who 
have been agitating for more movement 
towards reunification. g 








donesia is economi- 
cally — not to men- 
tion politically — integrated as never 
before. But the bottlenecks remain seri- 
ous, minata in the outer islands and 
in inter-island commerce. Even in In- 
donesia’s constrained financial cir- 
cumstances, there is a strong case for 
maintaining the momentum for building 
infrastructure through a mix of borrow- 
ing and levies. 

Secondly, there is much scope for 
exploiting regional comparative ad- 
vantage. The case for the pursuit of 
(often costly) local self-sufficiency is 
even weaker than that at the national 
level, yet both notions are firmly in- 
grained in many influential quarters of 
the Indonesian polity. For instance, 
why should sugar be grown in East 
Java? (Indeed anywhere in Indo- 
nesia?) 

Thirdly, the system of regional fi- 
nance must be reformed. The word “re- 

ional” is something of a misnomer here 
cause virtually all the funds come 
from the centre. Local autonomy in rev- 
enue-raising is restricted not only by the 
range of taxes which local governments 
are able to levy, but also by the cen- 
tralised control over their administra- 
tion. A high priority in any such reform 
would be to stimulate the revenue-rais- 
ing capacity locally. 

Finally, in the discussion over 
liberalisation of the trade and regula- 
tory regimes in Indonesia, it is impor- 
tant not to lose sight of an important re- 
gional dimension. Import protection is a 
tax on exporters and consumers. The 
fact that most of the heavily protected 
manufacturing industries are on Java, 
while the outer islands are the major ex- 

ort earners, has obvious implications 
or inter-regional equity. One desirable 
spin-off from continued trade reform 
would be a reduction in the implicit tax 
levied on residents outside Java. o 
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Holding 
pattern 


The immigration minister is 
sacked in a cabinet reshuffle 


By Michael Malik in Sydney 


Te appointment of Foreign Minister 
Bill Hayden as Australia’s next gov- 
ernor-general in February 1989 and his 
consequent resignation from parliament 
has brought about a minor cabinet re- 
shuffle, with Transport and Communi- 
cations Minister Sen. Gareth Evans tak- 
ing over foreign affairs and trade. 

Evans has long acted as government 
spokesman on foreign affairs in the 
upper house, and stood in as minister 
during Hayden’s foreign trips. A lawyer 
who has previously been attorney-gen- 
eral, Evans is regarded as highly intelli- 
gent, but emotionally unpredictable — 
“an ashtray thrower” as one colleague 
put it — and carries a reputation as 
being accident-prone. MICHAEL RILEY RAPPORT 

Prime inister 
Bob Hawke also took 
the oP rtunity of a 
reshuffle to demote 
Immigration Minister 
Clyde Holding, who 
had come under fire 
from his own ruling 
Labor Party for not 
taking a _ strong 
enough stand against 
an “anti-Asian” im- 
migration proposal 
put forward in early 
August by Liberal- 
National opposition 
coalition leader John 
Howard. o: who had held the im- 
migration portfolio for only five 
months, remains in the government as 
arts and territories minister, but no 
longer remains in the cabinet. 

Holding is replaced by Sen. Robert 
Ray, a 41-year-old rising star with In- 
dian — as well as English, Irish, Scottish 
and Welsh — ancestors. 

Hawke blundered politically in al- 
lowing a semi-public row over the im- 
migration issue, involving an unsuccess- 
ful intervention by Treasurer Paul Keat- 
ing, to drag on for two weeks before fi- 
nally sacking Holding on 22 August. 

Holding, for 20 years a friend and be- 
nefactor of Hawke, objected to an ini- 
tial decision to retire him to the back- 
benches while being labelled as a failure 
in his immigration role. After discus- 
sions with Hawke, the arts and ter- 
ritories compromise was worked out. In 
addition, Holding will serve as govern- 
ment spokesman on immigration in the 
lower house, since the new minister is à 
senator. Oi 
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TAIWAN 


lessenger spurned 
Taipei scorns ‘dramatic initiative’ claimed for Peking 


By Shim Jae Hoon in Taipei 


n American-Chinese pro- fi " 
IP fessor returned from Peking 
recently with what seemed like 
dramatic initiatives that ap- 
peared to show China in a more 
compromising mood than ever 
in its wish for some form of 
reunification with Taiwan. Vis- 
tors to the mainland often 
|. come back with ideas purpor- 
-tedly from high officials, but 
« Taiwan obviously does not wait 
breathlessly on them. 
;.; James Cheh Hsiung, a politi- 
I scientist at New York Uni- 
ersity, is one of a few dozen 
cademics who shuttle across 
e Taiwan Strait each year re- 
laying ideas and moods that cannot be 
officially exchanged, given the two 
countries’ enmity. His tidings, widely 
. reported in the Taiwanese press, have, 
however, been dismissed by Taipei as 
"phoney." 
— implying that he had met with a host 


































of senior Peking officials, possibly even 

Deng Xiaoping. China's paramount 
| leader, Hsiung was quoted as telling the 

Taiwanese media that China is: 

» Willing to discuss with Taiwan the 

drawing up of a new constitution in 

which Peking's insistence that the com- 


MICRONESIA 


Salii may be gone, but Palau is the likely victim 


- By Warren Osmond in Sydney 
Th death by gunshot on 20 August of Palau President Lazarus Salii, 54, is likely 
E to throw the politics of the tiny Micronesian republic of 15,000 people into 
greater turmoil. According to local police, Salii was found at his desk early in the af- 
ernoon with a single gunshot wound to the head. A .357-calibre Magnum revolver 
and a spent bullet were found nearby. 
-Early reports that he was assassinated were inevitable, given the murder in 1985 
of president Haruo Remeliik. That case remains unsolved. Three people initially 
convicted were freed by the Palau Supreme Court earlier this year. 
_. In Salii's case, however, circumstances suggest suicide as the most plausible ex- 
anation. Although loose allegations of American manipulation in Palau affairs 
always made, nobody is suggesting US involvement. Salii was the US’ firmest 
friend in Palau's yet-incomplete passage towards “independence in free associa- 
n" with the US and the republic was seen as a possible alternative site should the 
lose access to military bases in the Philippines. 
aliis political and personal problems, on the other hand, have been considera- 
ble. In July, the Palau Supreme Court ruled invalid Salii's efforts to change the 
'onstitution to make that free association easier. At the time of his death he was 
waiting the results of his government's appeal. Two weeks ago, a US court ruled 
hat Palau owed more than US$44 million to banks from which it had borrowed 
oney to build an electricity-generating station. 
. Allegations that Salii and some of his closest colleagues, including his brother, 
ok bribes from the firm which built Palau's power plant, have been under investi- 
'ation by the US. 
_At the time of his death, Salii had not yet declared himself a candidate for Nov- 
nber’s presidential election. The two major candidates are now expected to be 
as Remengesau — Salii’s vice-president and minister of justice, who was 
n as interim president until the elections — and Salii’s old adversary, Roman 
netuchl, a wealthy businessman and governor of the state of Arrai. 
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munist party must rule Taiwan would be 
dropped. In return, Taiwan would de- 
clare it would never seek independence 
for itself. Taiwan's policy has always 
been that the island is an inalienable 
part of China, but it claims that the rul- 
ing Kuomintang (KMT) party is the 
legitimate ruler of all China. 

» Prepared to renounce the use of 
force to recover the island if Taiwan 
agrees it should revert to China. 

> Willing to discuss forming a “coali- 
tion government" with the KMT if 
Taiwan declared it would never seek in- 
dependence for itself. Once done, Pe- 
king would not mind Taiwan rejoining 
international organisations as “Chinese 
Taipei," which is the Olympic formula, 
or as "Taipei, China," as it is styled at 
the Asian Development Bank. 

A scholar with liberal leanings, 
Hsiung has the reputation of having ac- 
cess to top policymakers on both sides. 
But analysts here believe Peking would 
have chosen more confidential channels 
if it had been genuinely intent on send- 
ing such a crucial message to Taipei. 

Hsiung met Taipei officials, among 
them Lee Huan, the KMT secretary- 
general and Foreign Minister Lien 
Chan. He also kept a high profile in the 
media, urging that Taiwan work harder 
for rapprochement while Deng still 
wielded influence . 

Portions of his interpretation of what 
Peking's leaders might be thinking, do 
appear persuasive. In an interview with 
The Journalist, a political weekly, he 
said China was concerned about the 
prospect of Taiwan drifting towards in- 
dependence. 

If in 1990, President Lee Teng-hui, a 
native Taiwanese, is returned as presi- 
dent and the national parliament reor- 
ganised to remove all deputies repre- 
senting mainland seats, it would make 
Taiwan in effect independent, Hsiung 
argued. He reckoned China would 
rather "accept" the short-lived 1936 
common-front constitution, which in- 
corporated the KMT, than face Taiwan 
moving towards independence. 

What tantalised the media was 
Hsiung's claim that he based his views 
on four hours of talks he had with a 
"top" Chinese official in Peking in late 
July, who was “on the same level" as 
Deng, Premier Li Peng and General 
Secretary Zhao Ziyang. (Xinhua news- 
agency officials said only that Hsiung 
met one official handling Taiwanese 
matters while in Peking.) 

KMT leaders are far from excited 
with Hsiung's claims. Raymond Tai, the 
official KMT spokesman, reiterated the 
"Three No's" policy of no discussion, 
contacts or compromise with China, 
and on 15 August Lee Huan said: “The 
Chinese communists are using Overseas 
Chinese scholars to promote their ver- 
sion of ‘peaceful reunification’. . . it is 
all phony." The use of stereotyped lan- 
guage indicated they regarded Hsiung 
as less than a heavyweight. |o i 











THAILAND 


Campuses come to life 


Activism stirs among a generally apathetic student body 


By Paisal Sricharatchanya in Bangkok 


A recent resurgence of campus activ- 
ism has turned Thailand’s long-dor- 
mant student body into a potent politi- 
cal force. Following collaborative ef- 
forts with environmental groups, which 
succeeded in halting a controversial 
hydroelectric project earlier this year, 
university students launched a highly 
visible campaign before and after the 
country's 24 July general election in 
favour of an elected prime minister. 

Other factors aside, the campaign is 
understood to have played a role in 
former prime minister Prem Tin- 
sulanond's surprise decision to stand 
down. Chatichai Choonhavan, who, un- 
like Prem, is an elected parliamenta- 
rian, took Prem's place. 

Despite the increased activism, stu- 
dent power today is a far cry from what 
it was in the mid-1970s. In October 


Less cohesiveness among the current 
generation of student activists is partly 
due to the absence of any strong politi- 
cal rallying point — such as the military 
dictatorship of 15 years ago. Prem's ad- 


ministration of the past eight years, | 


while not fully democratic in nature, of- 
fered the students a poor target because 
it was also not dictatorial and was 
marked by economic success. 

In addition, most of today's univer- 
sity students come from relatively 
affluent middle-class families, who have 
not experienced social injustice. This 
fact has contributed to the students' 
general political apathy. 

"The majority [of students] seem to 
be concerned about themselves in 
things like academic performance and 
job opportunities after graduation," 
said Mana Treelayapewat, deputy sec- 





retary-general of the Students Federa- 
tion of Thailand (SFT). The SFT is an 
umbrella organisation grouping student 
unions from 21, mostly state, institu- 
tions. Each of the 21 universities is said 
to have only a few hundred hardcore ac- 
tivists, plus an equal number who are 
described as politically conscious but 
seldom participate in public rallies. 

Student activists say they collected 
about 40,000 signatures, mainly from 
the various campuses, in their recent 
campaign against a non-elected prime 
minister. The figure represents only à 
small percentage of the country's over- 
all campus population. 

Nevertheless, those who took to the 


| streets made an impact. On 27 July, just 


hours before Prem turned down an invi- 
tation by the major political parties to 


| head yet another government, more 


than 1,000 student protesters had 
marched to the former prime minister's 


| residence. 


The incident prompted fears that a 
continuation of the Prem leadership 
might have resulted in violent clashes. 
The SFT had originally claimed that its 
campaign was meant to support the 
“principle” of a new prime minister 


1973, students spearheaded 
a broad-based, popular up- 
rising which toppled a long 
succession of military dic- 
apt ey 
The following three years 
saw those students emerging 
as the chief propagators of a 
blossoming, though chaotic 
democracy, which finally 
recipitated a military coup 
in October 1976. As the 
overall student movement 
was subsequently crushed, 
thousands of activists and in- 
tellectuals fled into the jung- 
les to join the outlawed 
Communist Party of Thai- 
land, which has since all but 
died as a threatening politi- 
cal force. 


A kitchen cabinet 


rime Minister Chatichai Choonhavan has established 

a think-tank of six academic and other specialists who will 
advise him on a range of key subjects, including foreign policy 
and international-trade law. Coming amid scepticism over 
Chatichai's ability to govern and fears of political instability, 
the think-tank gives a needed boost to the new administra- 
tion's image. 

Members of the group say that their role will be strictly ad- 
visory and that they will not interfere with the bureaucracy. 
They seek only to offer Chatichai policy options on a full range 
of subjects — except security, which will remain the sole re- 
sponsibility of the military. 

Chatichai has asked the group, whose formation was an- 
nounced on 17 August, to formulate policy options in the areas 
of rural development, export promotion and private invest- 
ment, and establishing a minimum-wage scale — a pressing 
demand of the Thai labour movement. 

The prime minister's appointment of Chulalongkorn Uni- 
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Students protest at an arms bazaar: new activism. 


coming from the ranks of 
elected MPs, but in the end it 
was directed against Prem 
personally. 

Student leaders concede 
that their campaign probably 
played only a small role in 
Prem's decision to quit poli- 
tics. "There were several 
other factors. The overall 
political climate was in 
favour of a change in the 
top — leadership." said 
Chulalongkorn University 
student union president 
Anussorn Thamjai. 

If there was any cause for 
campus jubilation, it would 
stem from the students' abil- 
ity to correctly gauge the 
broader political mood. A 


versity defence- and foreign-policy specialist Sukhumbhand 
Paribatra as a think-tank member has caused a stir at the 
Foreign Ministry. Sukhumbhand has long been critical of 
Thailand's foreign policy under Foreign Minister Siddhi 
Savetsila. 

Two days before his appointment, Sukhumbhand publicly 
criticised Siddhi for his alleged narrow world view and for al- 
legedly basing Thai foreign policy on alignment with super- 
powers rather than on the principles of independence and na- 
tional self-interest. 

Sources told the REVIEW that Siddhi and other senior For- 
eign Ministry officials were upset over Sukhumbhand's ap- 
pointment. 

Other think-tank members include developmental eco- 
nomist Narongchai Akrasanee, who is now with the Thailand 
Development Research Institute, a private think-tank, 
Chulalongkorn University economics professor Chuanchai 
Atchanand, international trade-law specialist Surakiat 
Sathienthai, constitutional and public-law expert Bavornsak 
Uvanno, and independent academic Pansak Vinyarat. 

— Paisal Sricharatchanya 
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986 but it drew little support. 

This time around, however, the anti- 
Prem tide was fuelled by opposition 
‘politicians and endorsed by respected 
Academics and other professionals. 
Even the influential military leadership, 
from whose ranks Prem had come, 
adopted a non-committal stance — ap- 
parently sensing Prem's reluctance to 
continue in office. 

.. Student activists, like other critics of 
government, are not entirely happy 
ith the present government. They are 
disappointed, for example, by the ruling 
‘coalition parties’ selection of cabinet 
ministers, which they believed was 
-| -based more on a patron-client system 
||. than on merit. 

-qo The students and such other extra- 
| parliamentary pressure groups as 
academics, organised labour and the 
vernacular press, are now regarded as 
comprising a potent political force 
which, along with the parliamentary op- 
position, could serve as a watchdog over 
44 the new regime's conduct. 









































-| "The students have plans to back the 
l labour movement, which has been 
t clamouring for wage increases, better 
| employment conditions and the pro- 
.] mulgation of a social security law. The 
-F students are also likely to oppose an 
| amendment to the country’s copyright 
| law — a crucial issue marring Thai-US 
|| economic relations which has been in 
_| limbo since the Prem government and is 
-| expected to be picked up soon by the 
new administration. 
h After his appointment as prime 
| "minister, Chatichai promised to raise 
| the minimum wage so that workers 
| -could keep pace with rising costs of liv- 
.| ing. Thailand’s current daily minimum 
| wage is Baht 73 (US$2.9) in Bangkok 
|i "and eight surrounding provinces, and 
ranges between Baht 61 to Baht 67 for 
the rest of the country. An overall in- 
€rease, the size of which has yet to be 
decided, is expected to take effect in 
<The new leadership has also made 
nother important concession to labour 
igreeing not to press ahead with the 
revious administration's policy of sell- 
g off ailing state enterprises. Prior to 
ie election, the country’s four national 
labour congresses closed ranks to op- 
pose Prem's privatisation plan which, 
labour leaders believe, would result in 
many state workers losing their jobs. 
© Labour's recent solidarity on this 
and other issues is enhancing its bar- 
gaining power. Driven by the belief that 
workers are not getting their fair share 
of the country's current prosperity, la- 
bour leaders are exploiting the more 
democratic political atmosphere to de- 
mand other reforms — particularly an 
nd to the practice of companies hiring 
irge numbers of unskilled workers on a 
mporary, renewable basis. 





fter the previous general election in | 
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Indirect elections reveal behind-the-scenes manoeuvring 


By Emily Lau in Hongkong 
T campaign for Hongkong's second 
indirect elections to the lawmaking 
body, the Legislative Council (Legco), 
to be held on 22 September, got off to an 
uninspiring start on 16 August when 
candidates contesting 13 of the 26 seats 
were returned unopposed. All except 
one were incumbents. 

Under the present system of indirect 
elections, only 1% of the 5.6 million 
Hongkong people have a vote. Some 
political commentators said the unop- 
posed victories were the result of horse- 
trading and consultation behind the 
scenes. Others said the political apathy 
did not bode well for the introduction of 
direct elections in 1991, when 10 seats 
will be returned by universal franchise. 
The directly elected members will re- 
place those elected by an electoral col- 
lege of local district boards. 

There were 46 candidates for the 14 
functional constituency seats and 12 
electoral college seats in next month's 
elections. The unopposed winners in- 
clude 10 from the functional constituen- 
cies, representing business and indus- 
try, bankers, lawyers, teachers, trade 
unions, social workers and engineers. 
The government's most outspoken cri- 
tics and nominal leaders of the pro- 
democracy lobby, Martin Lee and Szeto 
Wah, were returned unchallenged. Elec- 
tions will be held in only the functional 
constituencies representing the Hong- 
kong General Chamber of Commerce, 
doctors and dentists, and two newly 
created constituencies, for accountants 
and nurses. 

Of the 12 seats in the electoral col- 
lege, which is made up of 19 district 
boards and two municipal councils, 
three were returned unopposed. 
ee the winners was veteran cham- 
pion of the underdog, Elsie Elliott Tu, 
vice-chairman of the Urban Council. 

The first Legco indirect elections, 
held in 1985, returned 24 of the 56 mem- 
bers. The rest were appointed by the 
government. Even government officials 
privately admit the "elections" are ap- 
pointment by another name. In the dis- 
trict board electoral colleges, where 
one-third of the members are govern- 
ment appointees, the results are almost 
pre-ordained. 

Besides dictating the rules of the 
elections, the government also has 30 
appointees in Legco, including 10 senior 
officials. In July, Governor Sir David 
Wilson retired 12 appointed unofficial 
members and reappointed nine for 
another three-year term. Legco senior 
member and Swire Pacific executive di- 


rector Lydia Dunn was elevated to be- | 











come senior member of the Executive 
Council (Exco, the highest policymak- 
ing body), succeeding Sir Sze-yuen 
Chung. Industrialist Allen. Lee, a 
Chung protégé and an associate of 
Dunn, was appointed Legco senior 
member. Wilson will make the other 11 
appointments after next month's elec- 
tions. 

In the upcoming elections, the battle 
for the seat in the General Chamber of 
Commerce is expected to be fierce. The 
two candidates are the chamber's out- 
going director and former civil servant 
Jimmy McGregor and businesswoman 
Veronica Wu. To some people in the 
business community, McGregor is seen 
as an administrator representing non- 
Chinese interests, while Wu is a candi- 
date of the influential. Group of 81 
within the Basic Law Consultative 
Committee (BLCC), a 180-member 
body formed by Peking to consult on the 
Basic Law, a mini-constitution for 
Hongkong when it becomes a special 
administrative region (SAR) of China 
in 1997. 

Wu is the former daughter-in-law of, 
and works for, business tycoon Cha Chi- 
ming, who has good ties with China. 
Group of 81 members advocate a 
gradual and conservative approach to 
political change and are against full- 
scale democracy and political parties, 
which they think will cause disruption to 
Hongkong's prosperity and stability. 
Certain core members of the group are 
emerging as key players in the political 
scene. 


of rights 


he UN Human Rights Committee 

will hold hearings on Hongkong in 
November to question the British Gov- 
ernment on its report on the territory. 
The report, drafted by the Hongkong 
Government, was submitted in May in 
compliance with the International Co- 
venant on Civil and Political. Rights 
(ICCPR), to which the Britain is a sig- 
natory. The 1984 Sino-British Joint Dec- 
laration states that after the handover of 
Hongkong to China in 1997, provisions 
of the ICCPR and the International Co- 
venant on Economic, Social and Cul- 
tural Rights shall remain in force in 
Hongkong. 



















Two other nis of 81 Legco candi- 
dates are Stephen Cheong of the Feder- 
ation of Hongkong Industries, who has 
been returned unopposed, and Peter 
Wong, whoisstanding in the accounting 
constituency. Group members who 
have been appointed to Legco include 
architect Edward Ho, Poon Chung- 
kwong, a university professor, and Hen- 
rietta Ip, a medical practitioner. 


Ws candidature was in replace- 
ment of Philip Kwok, a BLCC vice- 
chairman and former chairman of Wing 
On Bank who pulled out at the 
last minute. In July, Kwok's sister 
Genevieve was charged with stealing 
5 million shares of Wing On Corporate 
Management, of which he was a direc- 
tor. 

Two other Group of 81 members 
have been involved in court action. 
Businessman Lawrence Chu, was sen- 
tenced to two years' imprisonment in 
August for defrauding the Wing On 
Bank of HK$10.5 million (US$1.34 mil- 
lion) in conjunction with Philip Kwok's 
late brother Albert. The case is under 
appeal. Former chairman of the Hong- 
kong Stock Exchange Ronald Li faces 
corruption charges in connection with 
affairs of the exchange. 
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Since it was known there would be 
no contest in the Chinese Chamber of 
Commerce, about 40 voters switched 
their registration to the General 
Chamber of Commerce. McGregor, 
who describes himself as David against 
the Group of 81 Goliath, Said: “Tam fac- 
ing a machine, a system." 

" Another group actively involved in 
the elections is the Progressive Hong- 
kong Society (PHS), headed by Exco 
and Legco member Maria Tam, who 
also sits on the Peking-appointed Basic 
Law Drafting Committee. Tam is a 
close ally of the Group of 81. 


There are also signs of an alliance be- | 


tween the Group of 81, PHS and the fac- 
tion led by Allen Lee, who had made 
several about-turns on forming a politi- 
cal party and is unabashed about his 
ambition to be the future SAR chief 
executive. Also a contender for the 
post is former Exco and Legco mem- 
ber Lo Tak-shing, a BLCC vice- 
chairman. 

With less than nine years to go be- 
fore 1997, the jockeying for position will 
intensify in the coming years. Analysts 
said the September elections will be a 
curtain-raiser to a new round of political 


scheming and intrigues as the power | 
centre shifts rapidly to Peking. ü 





However, as the two covenants do not 
have legal effect in Hongkong, questions 
have been raised over whether human 
rights would be adequately protected in 


- the territory after 1997. Moreover, since 
Britain did not sign the optional protocol 


attached to the ICCPR, individuals can- 


not make direct representations to the 
UN. 

China is not a signatory to the ICCPR 
and if it does not become one in the next 
nine years, there will be no UN monitor- 
ing of Hongkong after 1997. Asian coun- 
tries which have ratified the ICCPR in- 
clude Japan, the Philippines, India, Sri 
Lanka, North Korea and Mongolia. The 
human-rights record in some of these 
countries leaves a lot to be desired and 
calls into question the effectiveness of 
UN monitoring, but the feeling here is 


that any additional safeguard should be 





The 45-page report, covering a wide | 
range of topics, was. drafted without | 
public consultation. The report con- | 
tained à number of omissions and inac- | 


curate assertions. For example, it failed 


to mention the Hongkong Film Censor- | 
ship Ordinance, which legalised censor- | 


ship of politically sensitive films. 


On political reforms, there was no | 


mention of the government's refusal to 


introduce direct elections to the Legisla- | 


tive Council in 1988, despite much pub- 
lic support for the proposal. The report 
also did not answer questions raised at a 
previous UN hearing in 1977 on Hong- 
kong's attitude towards self-determina- 
tion, what constitutional process had 
been used to determine that Hongkong 
people wanted no political change and 
the special circumstances which pre- 
cluded progress towards an elected gov- 
ernment. 
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INDIA 


The credibility factor 


Gandhi and Congress at their lowest point ever 


By Salamat Ali in New Delhi 


p Minister Rajiv Gandhi faces a 
general election next year with the 
opposition slowly gaining in strength, 
his Congress party riven by splits and its 
credibility in tatters. His supporters ac- 
knowledge that he is at the lowest point 
in his political career and there are 
doubts that Congress can arrest its de- 
cline, at least not with Gandhi as its 
head. 

Gandhi, however, is optimistic. 
There are two cyclical theories on In- 
dian politics and Gandhi believes in the 
first, that incumbent prime ministers hit 
a low point in popularity around the 
fourth of their five-year terms and that 
thus he and the Congress are due for an 
upswing next year. The opposition be- 
lieves in the second theory, that voters 
turn against the Congress party every 10 
years or so, hence the rout in 1977 and 
the Congress’ very narrow victory in 
1967, and that this should hold true for 
1989. 

The spectre of opposition pm 
closing in on the Congress in India's 25 
states must be far from reassuring, 
though some Congress leaders com- 
plain that Gandhi is oblivious to it. 

Although the Congress rules in 13 
states, opposition parties are challeng- 
ing it in varying degrees of intensity in 
Rajasthan, Orissa, Arunachal Pradesh, 
Manipur, Tripura and Maharashtra, 
where the highly capable administrator 
Sharad Pawar is being pressed by the 
ultra- Right Shiv Sena party. Moreover, 
in Uttar Pradesh — the most populous 
state — the Congress is split by internal 
dissension, and caste and communal 
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Gandhi and late moderate Sikh leader Harchand Singh Longowal: eclipse. 


conflicts. Bihar, the second most popu- 
lous state, is rapidly becoming ungov- 
ernable with caste-based armies and ex- 
tremist Naxalite groups stepping in to 
fill the vacuum created by the Congress 
party's ineffective rule. 

Punjab is still ruled directly from 
New Delhi, as are Tamil Nadu and 
Nagaland, and continues to be torn by 
violence. Opposition parties control 
Haryana, West Bengal, Assam, Sikkim, 
Mizoram, Kerala, Karnataka and 
Andhra Pradesh. 

The gradual eclipse of the Congress 
can be traced to its refusal to hold elec- 
tions for party posts since 1969, in viola- 
tion of its own constitution. The Elec- 
tion Commission, which is sig ee to 
be an independent statutory body that 
extends recognition to political parties, 


Bugging ploy backfires 


A phone tapping scandal sullies Gandhi's image 


n apparent attempt to trap R. K. 

Hegde, chief minister of opposition- 
led Karnataka state, over a phone-tap- 
ping scandal has rebounded on the gov- 
ernment of Prime Minister Rajiv Gan- 
dhi, further lowering his credibility. 
Hegde, plagued by dissidents in his 
Janata Party, took advantage of the op- 
portunity to quit his post and add to 
Gandhi's embarrassment by accepting 
moral responsibility but denying any 
personal involvement. 

Since the days of British rule, intelli- 
gence agencies have routinely looked at 
the mail and listened to telephone con- 
versations of important persons. The 
latest incident arose on 9 August with 
what is now widely believed to be a calcu- 


lated leak by New Delhi. The Times of 
India published a photocopy of a docu- 
ment issued by the Karnataka state intel- 
ligence agency dated 11 July, ordering 
the tapping of telephones of some leading 
Karnataka politicians — including op- 
position leaders as well as legislators of 
Hegde's own party. 

Hegde promptly denied any know- 
ledge of the document and demanded 
that New Delhi order a judicial probe. 
The demand was ignored. Instead, Gan- 
dhi told parliament on 9 August that 
Hegde's government had violated the re- 
levant central law, which he promised to 
amend to prevent any further violations. 
Hegde countered by announcing that he 
had confirmed the fact of tapping, had 


has ignored the violation. But the result 
has been entrenched party leaders at the 
grassroots level who extend and receive 
patronage and are increasingly alien- 
ated from ordinary people. 

Gandhi's prescription for the Con- 
gress’ varied ills has not been reassur- 
ing. He has Lis 2 back some able 

eaders he once 
sidelined in favour 
of his own men and 
now plans also to 
bring back others 
who had been dis- 


credited, such as 
former finance 
minister Pranab 
Mukherji and Kar- 
nataka’s former 
chief minister, 
Gundu Rao, whose 
strong-arm tactics 


Gandhi may need to 
drum up votes. Their 
return, however, 
will upset the pre- 
sent structure of the 
party and throw it 
into further turmoil, 

The opposition has frequently called 
Gandhi incompetent but what has hurt 
him most, even his supporters admit, 
are charges that he is becoming another 
Ferdinand Marcos in the manner and 
detail of his lavish lifestyle. It is this that 
is costing him the support of the urban 
middle class. They are incensed by his 
frequent foreign tours, his widely publi- 
cised holidays, the country’s high infla- 
tion rate, and the scandals over commis- 
sions received in defence and other for- 
eign purchases. 

Some believe that Gandhi is ag- 
grieved that his good intentions have 
not been appreciated but that he fails to 
comprehend that good intentions alone 
are not enough. Examples of this 
abound. 

He tried to please Muslims by agree- 





no prior knowledge that the authorities 
were doing so, and had ordered it to de- 
sist forthwith. 

The imbroglio could not have been 
better timed for Hegde. And the jubila- 
tion in the ruling Congress party camp 
soon began dying when other chief 
ministers of opposition-ruled states al- 
leged that their telephones were being 
tapped by New Delhi's agencies. 

Going a step further, Hegde alleged 
New Delhi had also tapped former In- 
dian president Zail Singh's telephone and 
that even the incumbent, R. Venkatara- 
man, had not been spared. Thereafter, 
newspapers began publishing details of 
orders by various state governments to 
tap telephones and look into the mail of 
members of parliament, state legis- 
lators, businessmen and journalists. 

Some days before Gandhi attacked 
Hegde, his Congress party used its 
majority to defeat a private bill seeking 
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ing to recognise personal Islamic law, 
and then tried to appease angry Hindus 
by handing to them a disputed shrine in 
Uttar Pradesh, which has been claimed 
by the Hindus as a temple and by the 
Muslims as a mosque. The result was that 
both communities were alienated, and 
in an Allahabad parliamentary by- 
election on 16 June, both communi- 
ties voted for the opposition’s V. P. 
Singh. 

In 1985, Gandhi signed an accord 
with the Sikhs to pacify Punjab and 
ended up antagonising all political sec- 
tions in the state where terrorism con- 
tinues. Next, Gandhi tried dislodging 
the opposition Telugu Desam govern- 
ment in Andhra Pradesh and the Janata 
poseen in Karnataka, but his ef- 

orts were so clumsy that he has created 
a wave of sympathy for both parties and 
turned their leaders into implacable 
foes of the Congress. 

His success in bringing law and order 
to Mizoram and now Tripura and the 
impending settlement with the rebelli- 
ous Gurkhas in Darjeeling have been in 
states too smallin size to catch the atten- 
tion of the national electorate. 

The opposition has had little trouble 

rojecting him as an ineffectual ruler 
acking a clear concept of the crisis fac- 
ing his administration. Some argue that 
his main drawback is his lack of image. 
Where his mother was seen to be the 
champion of the poor, very few know 
what Gandhi stands for. 

Indian elections have traditionally 
been fought on slogans — whether they 
were "Remove Poverty" or "Remove 
Indira” — but Gandhi's sayings so far 
have only been sneered at. Gandhi's 
latest slogan, "Save the village and de- 
velop the country," has also met with 
cynicism. India's vast countryside has 
been ignored for far too long for the 
emaciated Congress or the unrespon- 
sive bureaucracy to change things in à 
hurry. 
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The incriminating document: scandal. 


curtailment of official powers to inter- 
cept citizens’ messages. 

Hegde said on 11 August: “Gandhi 
has uttered a blatant lie that the central 
government does no wiretapping and he 
did not agree to a judicial inquiry be- 
cause he would have been the first to be 
caught.” — Salamat Ali 
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Together, yet apart 


Opposition coalition still rent with mutual suspicions 


pu after he retired as abopewee of 
India, Zail Singh remarked that but 
for the ego and sectarian clashes within 
opposition parties, the Congress party's 
almost unbroken rule from 1947 would 
have ended long ago. Despite euphoria 
over the launching on 26 July of a Na- 
tional Front of some opposition parties, 
it is still difficult to decide whether their 
common antipathy to the ruling Con- 
gress party is stronger than their mutual 
antagonism. 

Opposition efforts to unite pro- 
ceeded on parallel tracks. One move 
was headed by Haryana Chief Minister 
and a senior Lok Dal leader Devi Lal 
and the other by Andhra Pradesh Chief 
Minister N. T. Rama Rao. The first 
proposed a merger of several parties but 
it ground to a halt after an initial an- 
nouncement of success. The second 
proposed a coordinating body for the 
opposition and this has 
been launched with four 
major national centrist 
parties and three region- 
al parties, though with- 
out the rightwing Hin- 
du militant Bharatiya 
Janata Party (BJP) and 
the communists. 

Lok Dal conducted 
talks with former finance 
minister V. P. Singh's 
Jan Morcha, the Janata 
Party and the Left-lean- 
ing Congress (Socialist). 






which national and regional opposition 
arties would belong, each being al- 
owed to pursue its own path in state 
elections. This approach was more suc- 
cessful, though it failed to lure the BJP 
and the communists. Those that did join 
were the Janata Party, Jan Morcha, 


Congress (S), Lok Dal, and the regional : 


Telugu Desam, Assam Gana Parishad 
and Dravida Munnetra Kazhagam. 

The National Front was launched 
with Rama Rao as its chairman, Hegde 
as its vice-chairman and Singh as its con- 
venor and chief executive. Both Singh 
and Hegde are widely perceived as prin- 


cipled peopie who put the public good © 
ic 


ahead of office. But the National Front 


has adopted a 71-point programme that — 


is too boring for the average voter to 
read, is far too complex and falls short 


of its claim to be a left-of-centre organi- — 


sation. It has also yet to come up with à 
winning political slogan. 
> The communists have 
already announced that 
teven with the National 
Front coordinating the 
opposition, they would 
not accept seat adjust- 
ments with the BJP in 
the elections. Even if 
they lacked a suitable 
candidate of their own 
in any seat, they would 
prefer to work against 
the BJP candidate than 
support him. The com- 


The reception was cool. munists clearly see 
Prominent Janata offi- the coming polls in 
cials like Chandra ideological terms and 
Shekhar, former Kar- [Devi Lal: cool reception. would be willing to 
nataka chief minister R. accept the front as a 


K. Hegde and party secretary Syed 
Shahabuddin were not overly enthusias- 
tic. Nor were Devi Lal’s own Lok Dal 
leader, H. N. Bahuguna, and Congress 

S). 
K When Devi Lal announced that all 
the parties had agreed to merge under a 
new party — with a name and a flag — 
and that Singh would be its leader, a 
storm of denials broke out and Devi Lal 
was accused of trying to ram through an 
agreement. 

Chief among the objections was that 
the merger was ill-timed. Some parties 
are hoping for significant defections 
from the ruling Congress to swell their 
ranks but as the law requires that a de- 
fector give up his seat in the legislature, 
these defections would have to occur 
close to the general election so as to 
cause a bearable loss in money and 
privileges to the defectors. Equally 
significant was Chandra Shekhar and 
ie ge oh personal antipathy towards 

ingh. 
ama Rao, on the other hand, pro- 
posed an umbrella National Front to 


centrist alternative to Congress pro- 
Moy they have nothing to do with the 
BJP. 

The front is considered important, 
not just because of the growing list of re- 
gional parties applying to join it but be- 
cause it is widely perceived as having in- 
fluence in the Hindi-speaking states 
which contribute the majority of mem- 
bers to parliament. The heightened 
communal tensions in the Hindi belt, 
however, may tempt it to win communal 
militants. 

Equally problematic would be the 
front's choice of a possible prime minis- 
ter. Singh has declared he will not ac- 
cept any government office, though he 
might change his mind. The astute 
Hegde, who has turned the tables on 
Gandhi on the telephone-tapping issue 
in Karnataka, is one of the front-run- 
ners. Chandra Shekhar has long waited 
in the wings and Rama Rao hopes to 
emerge as a compromise candidate. But 
the front still has a long way to go to es- 
tablish its credibility as an alternative to 
the Congress. — Salamat Ali 
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By Murray Hiebert in Bangkok 

"he Khmer Rouge has joined the 
latest diplomatic flurry surrounding 
he Cambodian conflict by proposing 
hat an international control body be set 
jp to ensure that its own guerilla organi- 
ation. does not abuse the country's 
other political factions after Vietnam- 
“ese forces leave Cam- 
|] bodia. 
t In a peace plan broad- 
| cast over Khmer Rouge 
| Radio on 15 August, the 
resistance group also 
suggested that, following 
a political settlement, it 
would reduce the size of 
ts army to the same level 
as those of the other fac- 
ions. 
. Analysts interpreted 
he Khmer Rouge pro- 
posal as an attempt to 
counter growing fears 
that the group — which 
| was responsible for the 
| deaths of hundreds of 
| thousands of Cambodians during its 
| rule between April 1975 and January 
| 1979 — may try to battle back to power 












| once Vietnam's troops have withdrawn. - 


| Hanoi has promised to pull out 50,000 
1. troops, about half of its remaining forces, 
| this year and the balance by 1990. 

|. “After the JIM talks, attention has 
| turned from Vietnam’s occupation to 
| the Khmer Rouge atrocities,” said a 
i Western diplomat, referring to the 























SUBCONTINENT 


alamat Ali in New Delhi 

he Indian Government announced 
O a surprised parliament on 12 Au- 
st that it had lifted a ban on the Tri- 
ra National Volunteers (TNV) and 
cached an agreement designed to end 
vithin a month the nine-year-old tribal 
nsurgency in the northeastern state 
ordering Bangladesh. The secret talks 
ndia held with a TNV delegation in 
arly July have resulted in a memoran- 
lum. — signed by the TNV, the Con- 
ress party-led central government and 
he Congress government of Tripura — 
vhich could remove one of the levers 
sed in larger bilateral disputes between 
"Delhi and Dhaka. 

‘The tribal population of Tripura 








nieu Samphan proposes international body to curb his rebels 





Jakarta Informal Meeting on Cambodia 
in July, which included representa- 
tives of the three resistance factions, the 
Vietnamese-backed Heng Samrin re- 
gime, Vietnam, Laos and the Asean 
countries. ^The Khmer Rouge are now 
trying to re-establish themselves as 
players with a rational 
plan," the diplomat said. 

Observers speculate 
that China, which has 
come under increasing 
diplomatic pressure to 
block any Khmer Rouge 
effort to grab power, may 
have pressed the group to 
make concessions on the 
issue prior to Sino-Soviet 
talks on Cambodia, 
scheduled to be held in 
Peking on 27 August. 

Vietnam and its Cam- 
bodian allies quickly re- 
jected the Khmer Rouge 
peace plan. Phnom 
Penh’s official news- 
agency described the proposal as “a new 
farce staged by China to save its lackeys 
from isolation in the international 
arena.” 

The Khmer Rouge initiative, which 
brings the group’s diplomatic position 
closer to that of Prince Norodom 
Sihanouk, calls for an international con- 
ference to adopt measures to “ensure 
that [the Khmer Rouge] does not abuse 
other parties and that other Cambodian 


'alking with the tribals 


: ndia reaches agreement with Tripura insurgents 


state and that of the adjoining Chit- 
tagong Hill Tracts (CHT) in Bangladesh 
face similar problems. Over the decades 
these tribal areas have been subjected 
to large-scale migrations by nearby 
plainsmen, resulting in the tribes be- 
coming minorities in their own tradi- 
tional habitat. In recent years, tribal dis- 
content has given rise to insurgencies. 
When government troops pursue the 


guerillas, the rebels cross the border to 


take refuge, resulting in New Delhi and 
Dhaka trading charges that the other 
side is aiding and harbouring the rebels. 

In 1986, at the height of violence in 
the CHT, some 50,000 Chakma tribals 
fled the onslaught of Bengali settlers 
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fhe same time, to ensure that [Vietnam] 
cannot return to commit aggression 
against Cambodia.” 

It is not clear from the proposal, 
signed by the Khmer Rouge’s nominal 
leader, Khieu Samphan, whether the 
group was indirectly admitting past 
abuses. The Cambodian version of the 

lan, broadcast on the radio, used the 
Khmer verb romlop, which is usually 
translated as abuse. However, the 
Khmer Rouge’s English-language 
translation, sent to foreign embas- 
sies in Bangkok, reads "dominate," 
which is usually chih chwan in 
Khmer. 





of the four factions — the Khmer 


| 
i 
i 
| The plan also said the armed forces 


Rouge, the two non-communist resist- 
ance factions and the government in | 
Phnom Penh — should be put in “garri- 
sons” following a settlement. The pro- 
posal called for setting up a “four-party 
Cambodian army . . . with each party 





having equal strength under a four- 
party high command." In subsequent 
commentaries on the proposal, Khmer 
Rouge Radio set the size of each group's 
future army at 10,000 men. 

In the last phase of the Vietnamese 

withdrawal from Cambodia, and fol- 
lowing a ceasefire agreement among the 
four warring factions, the Khmer Rouge 
peace plan called for: 
» Dissolving both the Vietnamese- 
backed government in Phnom Penh and 
the resistance coalition, and setting up 
a four-party government headed by 
Sihanouk that would organise elections 
for a new government. 
» Convening an international confer- 
ence, attended by "countries involved 
in the Cambodia problem" and the five 
members of the UN Security Council, to 
guarantee the agreement. 








and Bangladeshi forces to seek refuge in 
Tripura. After a series of negotiations 
between the two governments, Presi- 
dent H. M. Ershad told visiting Indian 
Minister of Human Resources, P. V. 
Narasimha Rao last year that he would 
create favourable conditions for the re- 
turn of Chakma refugees. Last month 
Dhaka sent a 16-man delegation led by 
Bangladesh's High Commissioner to 
India, Faruq Choudhry, and comprising 
some Chakma tribal elders, on a visit of 
the main Chakma refugee camps. 

The tribal elders told the refugees 
that the current conditions in CHT were 
quite suitable for their return. But some 
of the Chakma militants countered the 
delegation with the slogan "traitors go 
back." The refugees led by the militants 
presented the delegation with a 12-point 
charter, which was unacceptable to 
Dhaka. The Chakma charter included 
demands for full autonomy, investiga- 
tion of atrocities, compensation for lives 
and property lost in disturbances, and 
compensation for property lost due 
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to the building of the Kaptai dam. 


The refugees allege that the 


J Bangladesh Government was continu- 


ing to settle Bengali plainsmen in the 
and forcibly converting the Hindu 


| and Buddhist tribals to Islam. They 
further allege that Dhaka was settling 
. Bengalis along the border between 


Tripura and the CHT. 

Despite these charges, the Indian 
press has described the delegation’s visit 
as the first sincere and serious attempt 
by Dhaka to take back the refugees. Er- 


_ shad has formed a committee to start a 
- dialogue with the refugees and also 
create conditions for their return. 


That tribal leaders, including the 


— Chakma chief Debashis Roy, were part 


of the delegation is seen in India as a 
roof of Dhaka's sincerity. The tribal 


leaders knew a large number of the ref- 


ugees personally. 


ripura officials also 
impressed upon the visitors that the pre- 


— sence oflarge numbers of foreign nation- 


als in the state had created several social, 


economic and political problems. 


> 
$ 


Rens leaders refused the delega- 


tion’s offer for safe conduct for travel 


in the CHT for two to three weeks to see 


_ things for themselves and report back to 
_ their followers in the Indian camps. The 
— visitors complained that most of the ref- 
. ugees wanted to go back but were being 
. prevented by the Shanti Bahini, the 


2 


armed militants among the Chakmas. 
Dhaka wants New Delhi to make an of- 


ficial declaration that those Chakma 
_ refugees who are willing to go home 


should do so and nobody would be al- 


. lowed to obstruct their return. Dhaka 
= complained that India has not reacted to 
_ this suggestion. 


On its part, India has complained in 
the past that TNV guerillas have sought 
shelter in the CHT between raids and 


. are trained and armed by Bangladesh. 


Dhaka has made similar charges against 
New Delhi about the Shanti Bahini 
guerillas. 

The agreement reached with the 
TNV this month — ifit holds — could re- 
move one of the levers Dhaka was using 
against New Delhi. The one month given 


— for surrendering weapons and ending 


the insurgency was partly toenable TNV 
leader Bijay Hrangkhwal to overcome 
dissidence among his followers. 

New Delhi on its part has underta- 
ken to amend the country's constitution 
to allow a greater share to the tribals in 

overnance, reserve 20 seats for the tri- 
als in the Tripura legislature, restore 


-alienated lands to them, set up a larger 


autonomous hill council in which tribals 
will have a majority, recruit them into 
the police and army, and take effective 
steps to counter infiltration from across 
the border. The Indian army, which had 
been deployed to stem the TNV in- 
surgency, is said to have played a key 
role in bringing about the settlement. 
The troops are to be withdrawn after the 


agreement is implemented. 
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History of harassment 


Bangladeshi tribals squeezed over land 


C hakmas, the generic title given to all 
tribal refugees from Bangladesh 
sheltering in refugee camps in the In- 
dian state of Tripura, call themselves 
Jumma. Constituting a little over half of 
the tribal population in Bangladesh's 
Chittagong Hill Tracts (CHT), the 
Chakmas are only one of the nine tribes 
in that area. 

When the British partitioned the 
Subcontinent in 1947, the tribals com- 
prised 95% of the CHT population, but 
today the 650,000 tribesmen form a bare 
majority, which is slowly on the decline. 
Given to shifting slash-and-burn culti- 
vation, the nomadic tribes have over the 
past several centuries ranged all over 
the CHT and moved to the edges of the 


THE TRIBAL TURMOIL 


TRIPURA 
STATE 


Ganga-Brahmaputra river delta. Prior 
to partition, the British had enforced 
special regulations to secure the hilly 
areas for the tribes from the enroach- 
ment of land-hungry Bengali plains- 
men, most of whom are Muslims. After 
1947, the CHT formed part of East 
Pakistan — later Bangladesh — while 
Tripura remained in India. 

e special status bestowed upon 
CHT by the British in 1900 was 
abolished in 1956 by Pakistan’s first con- 
stitution. Later the Kaptai hydroelectric 
dam in East Pakistan inundated large 
tracts of Chakma land. As compensa- 
tion for the loss of their homes and 
land, the tribesmen received a paltry 
US$1 per head. With special status of 
the CHT being lifted, Muslim Benga- 
lis from the plains began encroach- 
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ing on the remaining Chakma territory. 

By 1971, the political rift in Pakistan 
had reached such proportions that the 
Bengalis of East Pakistan took up arms 
against the domination by West Pakis- 
tan. The Pakistani army cracked down 
on the Bengalis and even armed several 
minority resistance groups against the 
Bengalis. The Shanti Bahini, a militant 
group of Chakmas, was raised, armed 
and trained by the Pakistani army. 

After the formation of Bangladesh, 
the country’s founder, Sheikh Mujibur 
Rahman, toured the CHT and told the 
tribal people that they were part of the 
new nation and should consider them- 
selves Bengalis. The Chakmas were 
further alienated as the ruling Awami 
League's corrupt cadres 
began exploiting the tribals 
by grabbing their land and 
monopolising all the trade 
in the CHT. Mujib's suc- 
cessor, Gen. Ziaur Rahman, 
wanted the Chakmas to feel 
free to move into the plains 
and the Bengalis to settle in 
the Chittagong hills. The 
predominantly — Buddhist 
and Hindu Chakmas consi- 
dered such national inte- 
gration a ploy for cultural 
and ethnic assimilation and 
the Shanti Bahini stepped 
up its violence. 

The Shanti Bahini 
guerilla operations centred 
on murdering plainsmen and 
vandalising their prop- 
erty. These nightly forays 
often resulted in organised 
retaliation by Bengalis 
against innocent Chakmas 
and their tribal settlements. 
The carnage peaked in 
1986, when amid charges 
that the Bangladeshi army 
and paramilitary troops ac- 
tively assisted the Bengali 
settlers in their attacks, an estimated 
50,000 Chakmas fled across the border 
to Tripura. 

While conceding that the 1986 
exodus was unfortunate, Dhaka said the 
total number of refugees was 29,000 and 
that some 7-8,000 of them had returned. 
Dhaka asserts that now, after every re- 
port of a Shanti Bahini attack on any 

engali settlement, its soldiers are 
rushed to seal off the affected area to 
prevent retaliation. Many of the settlers 
who provoked such retaliation are now 
in jail, Bangladeshi authorities say. But 
despite suc seps, the long-term pros- 

ects for the Chakmas remain bleak, 

ecause it is nearly impossible for the 
authorities to stop the Bengali migra- 
tion, which is born of the population 
pressure in the plains. — Salamat Ali 
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The Westin Stamford, 
Singapore. 

In Singapore you'll enjoy the height 
of luxury at the world's tallest hotel. 
The Westin Stamford, with its 
breathtaking city views and state- 
of-the-art amenities conveniently 
located at the crossroads of 
Singapore's business and tourist 
districts. 
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The Westin Philippine Plaza, 
Manila. 

In Manila you'll stay right on the 
edge of Manila Bay amidst acres 

of tropical gardens at The Westin 
Philippine Plaza. This is Manila’s 
dream location, away from the city 
hustle and yet just minutes from the 
airport and the business district of 


Makati. 
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15:9. AS the Korean language has no let- 
-ter "f," my boarding card for Korean 
-Air was duly printed as Postercarter 
(transmuted more whimsically, on the 
return flight, to Postercartie). This the 
computer-printed baggage tags further 
reduced to Postercart. Hence, by ex- 
trapolation, becoming a postcard can 
only be a matter of time. 

In fact, South Koreans have long ex- 
perience of trying to fit the peculiarities 

| offoreign names (and other words) into 
^. | their language. Not so their more iso- 
- | dated brethren in North Korea. For 
| what follows, I need to reveal what I 
- | normally conceal: that my second given 
| name is George. Thus on another occa- 
sion, my visa from the North Korean 
mission in Paris was made out (in Ko- 
rean) to someone rejoicing in the name 

of Haedang Jeoroju Posutoru — at 
which point they had understandably 
given up. So in Pyongyang, unlike 
Seoul, I am not a card — or even a cart. 

Sadly, I could not keep this splendid 
document. A North Korean visa is a 
rare commodity in the first place, and 
they take it back from you when you 
board your return flight in Pyongyang. 
The visa itself, therefore, was not a 
stamp but a folded piece of paper: con- 
siderate of them, I dare say, for those 
also going to Seoul who might wish to 
conceal such a previous destination. 

Even filling out the North Korean 
visa application (something which I 
have never had to do for Seoul) has its 
moments. As well as the expected ques- 
tions, they wish to know your race, reli- 
gion, and political affiliations. Last time 
a form asked me my race was for entry 
to a then rebel colony called Rhodesia. I 
wrote “human” and landed into trou- 
ble. For Pyongyang, I must confess, I 
was more circumspect. 

e THERE'S more to rendering Eng- 
lish words in Korean than the pitfalls of 
having no "f." For some reason, Korean 
abhors clusters of consonants, prefer- 
ring to break them up by inserting addi- 
tional vowels. (One wonders how they 
would cope with Czech, which with 
place names like Brno scarcely seems to 
believe in vowels at all.) Hence George, 
one syllable in English (maybe one-and- 
a-half), is stretched to four in Korean. 
Or at least in North Korean. In Seoul, I 
suspect, knowing the pronunciation, 

they would be happy with Joju. 

But South Korea, too, adds extra 
vowels, as well as being acutely sensitive 
to hearing diphthongs where we might 
not. "Steak," for instance, thus quad- 
ruples to four syllables: "Su-tae-i-ku." 
So does that hazard of the modern rat- 
race, "Su-tu-re-su" (stress). Likewise 
elongated is a certain 19th-century Ger- 
man thinker, currently rather popular 
among South Korean students. In Eng- 

© | lish, Marx is just a four-letter word; but 
- | in Korean he is Marukusu. 
|. As for that "p" for "f," it carries its 








gore dad Cap area DENIE | + CCDTCRAOCD 1000 





a pp ntti P E E e a a nnana RR e e i a nat MC MM DM NON à 
~ NRRMRRECRRERNRANNENEE E ——— M Md 


country bus. Somewhat flabbergasted, I 
realised eventually that he was referring 
to the joys of rod and line. 

Then there is the matter of kop, Not 
the reproduction of intellectual prop- 


in 
international conventions; but the 
drink. Koreans drink kopi in a kopi 
shop, or tabang, of which there are hun- 
dreds in major cities. You go in, and are 


served with a free glass of either hot or | 


cold boricha, barley tea: or, as one 
menu rather aptly rendered it, "barely 
tea." Sipping this pleasantly mild bever- 
age, you choose your order. There are, 
however, more exotic blends: red tea, 
green tea, arrowroot tea, and of course 
insamcha, ginseng tea (sugar or honey 
recommended). 

Or, if voustick to kopi, better specify 
if you want it black. Otherwise, in 
cheaper establishments, you may well 
be served with milk and sugar already 
included. Then again, you might prefer 
a cool drink. Oranju-jusu is familiar 
enough, but be warned about cider, 
saida: for some inexplicable reason, 
"cider" is Korean for Seven-up. 
Tabangs are strictly non-alcoholic, 
They are also strictly South Korean; I 
never sighted one north of the DMZ. 
When I queried this with our northern 
guide, he reacted with shock and mut- 
tered something about kisaeng: but that 
of course is a different kind of establish- 
ment from the innocent tabang. Such 
are the misunderstandings between 
Korea's sundered halves. 

Some tabangs have a theme. Thus 
the Phil Harmoney in central Seoul fea- 
tures classical music. Another, with a 
signboard depicting a guitar and a 
dancer with castanets, proclaimed itself 
in Korean as Huramaengko (think 
about it). Which goes to show that "f" 
can sometimes alternatively become 
“h” in Korean; and also that, as else- 
where in East Asia, "l" and “r” inter- 
changeable. 

But if rendering English (or Spanish) 
into Korean has its hazards, so does the 
reverse process. In Korea, the classic di- 
lemma of transliteration — do you re- 
produce the sounds as spoken, or the 
symbols as written? — has led to diver- 
gent responses. McCune-Reischauer, 
the favoured Western system, settles for 
the former, using accents where neces- 
sary. For example, Korea's southwest- 
ern province is thus written Cholla, and 
further divided into puk (north) and 
nam (south). 

Not so the South Korean Ministry 
of Education, which controls the 
signposts, and would have you believe 
that Kwangju is the chief city of some- 
where called Jeon-ra Bug. Likewise, Mt 
Sorak is scarcely recognisable as Seolag. 





own pitfalls (or pitpalls) for the unwary. | 
"You like pishing?" I was once asked by | 
a friendly primary school teacher on a- 


pA which remains a thriving industry | 
orea despite nominal adherence to | 































































Even the nation's capital is a vi 
here. 
The "e" in Seoul is quite imagi 
and only arises because the ministry 1 
accountably renders Korean short "o 
as “eo.” In English, “Soul” would b 
much more accurate. But this enlight 
ment comes too late for the Prench, wh 
have already stuck an acute ace 
cent on the imaginary "e" and heng 
speak of somewhere pronounced "Say 
ool." 
I can only assume this confusing "eo 
was chosen by extension from a mc 
defensible usage: viz, rendering Kors 
short “u” as “en”. This is the Inspe 
Clouseau vowel (as in: “I would 
reum," “dropping the beumb"),- 
the one that Koreans usually inseri 
break up those tiresome aggregations of 
foreign consonants. zt 
€ MIND you, even quite straight? 
ward Korean names are liable to ge 
mauling at the hands (or lips) of West : 
ern barbarians. My excellent Korean 
car is made by Hyundai: two syllables 
(^y" is a vowel in Korean), and rhymes. 
with Sunday or Monday. No problem, 
surely. Yet the US TV ads for the best. 
selling Excel drop the "y" (to make it 
sound like Honda, perhaps? — pere. 
ish the thought); while in Britain, 
my garage and everyone else elon- 
gates it to three syllables: “Hi-un-. 
die." Or sometimes, wittily, "high-and-- 
dry." es 
In like manner, the South Korean. 
opposition leader Kim Dae Jung all too: 
often has his middle syllable rendered as. 
"dye" rather than "day," even by BBC 
announcers and others who should. 
know better. $ 
© I RECENTLY meta Korean named. 
Czoj: he lives in Warsaw, and that's how: 
Choi comes out in Polish. Yet such vag 
aries of residence scarcely account fo 
all the idiosyncratic ways Korean 


themselves choose to render 1 
names into English. The name Yi( 


ly plain I) can alternatively and 
commonly be rendered as Lee -- o 
sometimes as Rhee, as in Syngman- 
Seun-man). To cause further confusi 
the initials "I" and “r” when followed 
"o" are pronounced "n." When Ro 
Tae Woo won the presidential electior 
Seoul wags could thus refer to a 
Win situation. (Unlike Burma, « 
course, which is — or was — a Ne Wi 
situation...) 

All this may produce unintende: 
felicities: there is a book on Kore 
music by Prof. Song Bang Song. B 
equally, there are infelicities. Sot 
Korea's most distinguished  forei 
minister of recent years, original 
chitect of its now thriving nordpoli 
before perishing in the Rangoon bomb: 
blast, could perfectly well have ren- 
dered his name in English as Y: Pom 
Sok. Instead, of course, he ended up a 
Lee Bum Suk. 
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Y As highly trained and dedicate 
professionals we will confidently do our 

utmost to make any flight with us as 
enjoyable as possible. 

As the world’s number one IATA airline 

we will maintain the highest standards o! 
service, as befits our leadership position. 

As a renewed and recently privatized 

corporation we will demonstrate even 
greater competitive spirit and enthusi- 

asm to meet your needs. 

As Japan’s international airline we are 
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TV requiem for the myths 
of the Middle Kingdom 


By Geremie Barmé in Peking 


his is the most spectacular television 

programme ever shown in China. It 
is sure to iar ed a unique position in the 
history of Chinese television. Please 
allow me to express my heartfelt ap- 
preciation." So wrote a Hangzhou high 
school viewer in a letter to the pro- 
ducers of River Elegy 
(Heshang) on 19 June, 
shortly after the six-part 
TV documentary was first 
screened by Peking's Cen- 
tral Television. 

The director and writ- 
ers of the series, a group of 
men in their 20s and 30s, 
received hundreds of such 
letters expressing both 
awe and admiration for 
what is surely the most 
controversial mass-media 
event in China since last 

ear's anti-bourgeois 
iberalisation purge. One 
viewer wrote that he had 
recently read in the news 
that there was not enough 
paper for primary school 
texts, though everyone in 
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his office had been issued with copies 


of senior statesman ps Xiaoping's 
works and a volume of documents 
denouncing bourgeois  liberalisa- 
tion. 


“I hope River Elegy is repeated in a 
prime-time slot. It would be ideal if 
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Emperor Yu symbolises mastery over the mighty Yellow River. 


It's lonely at the top 
for a Pakistani editor 


By Husain Haqqani in Islamabad 


p Pakistan, few women or young men 
make it to the top in any field and those 
who do often owe their rise to family con- 
nections rather than professional merit. 
Maleeha Lodhi, recently appointed 
editor of Islamabad ‘s independent Eng- 
lish-language newspaper The Muslim, is 
clearly an exception. 

In her early 30s, Lodhi is not only 
Pakistan's first woman newspaper 
editor but also the youngest person run- 
ning one. Her appointment has been 
seen by many as a challenge to the bar- 
riers of sex and age which prevail in 
Pakistan's largely conservative society. 

“I always wanted to be a journalist 
and I never saw my being a woman as a 
disqualification," she said in a recent in- 
terview. For Lodhi, gender has proven 
to be less of a hindrance to her success 
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tharí age. “Some senior writers argued I 
was not experienced enough to be an 
editor. But no one said I shouldn't be 
editor because I am a woman, though 
some people must have thought of it.” 

Although there is a growing number 
of Pakistani women who insist no career 
should be closed to them, Islamic or- 
thodoxy is still potent. This orthodoxy 
holds that the only professions fit for 
women are medicine and teaching and, 
even in these fields, women should be 
segregated. 

Lodhi feels she has not encountered 
much opposition from orthodox Mus- 
lims because opposing her does not fit 
into their priorities. Few among them 
see a woman editor as the main threat to 
orthodoxy, while some Islamists actually 
appreciate her balanced views. 





people throughout the country could be 
organised to watch it the same way we 
had to watch the reports from the 13th 
Congress [of the Chinese Communist 
Party ]," he said. 

On 22 July, the book of the series 
was launched at a new free-enterprise 
bookstore in Peking, the Sanwei 
Shuwu. The scripts for the six half-hour 
episodes of River Elegy belong to the 
tantalising school of "graze ball litera- 
ture." A "graze ball" just touches the 
ping-pong table counting for a point 
though it is difficult if not possible for 
it to be returned. “Graze ball writing" 
just manages to scrape 
D the censors; it does so 

y hiding its message be- 
tween the lines. 

The series is the first 
conscious effort by TV 
producers to introduce 
major academic controver- 
sies concerning the state of 
Chinese civilisation to a 
mass audience. Both Deng 
and party General Secret- 
ary Zhao Ziyang have 
scoffed at the idea that 
the Chinese masses are 
mature enough to under- 
stand such concepts as 
democracy, freedom or 
human rights. For their 
part, scholars and social 
scientists have been 
equally reluctant to share 














Lodhi’s appointment has been wel- 
comed by journalists and women and 
has been the subject of features in Pakis- 
tani newspapers and magazines. It is 
considered a major accomplishment in 
more ways than one, but Lodhi’s main 
achievement is that she has made it to the 
top in her field at a time when women 
professionals cannot escape the continu- 
ing debate about the role of women in an 
Islamic state. By assuming the editor’s 
seat, Lodhi’s position has provided a 
partial answer to that debate. 


U sually, the only professional women 
who are taken seriously in this coun- 
try come from elite families, and whose 
parents or husbands are often responsi- 
ble for securing jobs for them. Lodhi was 
an exception. 

After receiving a doctorate in politics 
from the London School of Economics 
seven years ago, Lodhi started working 
for the London-based South magazine. 
She later joined The Muslim as a part- 
time correspondent and contributor of 
political analyses, and took up a full- 
time position after moving to Islamabad 
two years ago. She started editing the 
newspaper's features section, before 
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their thoughts on these subjects, or f; 


doubts about the more sacrosanct as- 
pects of Chinese tradition with the man 
in the street or field. 

However, as one of the academic con- 
sultants to River Elegy, Jin Guantao, 
commented: "The success of River 
Elegy reminds me of a famous saving: 
'Never underestimate the wisdom of the 
masses’ . . . Real cultural exploration 
means something that reverberates 
through the soul of the nation; thinkers 
must allow the people to think along 
with them." k 


D another more pragmatic plane, 
River Elegy attempts to establish an 
historical rationale for the open door 
policy and Zhao's coastal economic 
strategy. It condemns the traditional 
land-locked culture of Chinese agriculture 
and its totems such as the Yellow River, 
the Great Wall and the dragon, in 
favour of an outward-looking, trade- 
oriented and therefore competitive and 
commercial culture. How successful 
River Elegy has been in achieving either 
of these goals is a hotly debated ques- 
tion. 

There is little doubt that the series 
does make the most sweeping and de- 
vastating condemnation of Chinese cul- 
tural symbols ever attempted in the 
mass media. The script writers include 
Su Xiaokang, a 39-year-old writer and 
journalism teacher, Wang Luxiang, a 
32-year-old lecturer in Chinese, Xie 
Xuanjun, a writer on cultural history, 
and Yuan Zhiming, a candidate for a 
doctorate in philosophy at the People's 
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University. They have used the pro- 
gramme to challenge the most treasured 
propaganda ploy of post-Cultural Rev- 
olution ideologues: the promotion of 
traditional Chinese culture and the re- 
casting of the party as protector of all 
past glories. Ideologues have done this 


| in the face of the crumbling Maoist 


value system. 
In the first episode of River Elegy, 


Searching for Dreams, writer Su states 


his position categorically. “There is a 
blindspot in our national psyche: it Is a 
vague belief that all of the shame of the 
past century is the result of a break in 
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moving on to become associate 
editor. She was named editor | 
early this vear. | 

The Muslim is mainly a poli- | 
tical newspaper, conservative | 
in style but independent in its 


f 


views. It is often critical of gov- 
ernment policies and is some- 
times regarded as being sym- 
pathetic to the opposition. On 
occasion, Lodhi herself has 
been an outspoken critic of the 
military's domination of Pakis- 
tan’s politics. 

Lodhi was a major influence 
in shaping the newspaper's pol- 
icy long before she took over the 
editor’s mantle. But she insists 
she has no hard ideological af- 
filiations. “I support what- 
ever I think is good for Pakistan and its 
people. But I do not think journalists 
should become ideologues, though I am 
partisan where democracy, human rights 
and social justice are involved,” she said. 

Her reputation as a political com- 
mentator distinguishes her from other 
women journalists, several of whom edit 
or write for social and cultural 





Lodhi reads an issue of The Muslim. 
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the Islamisation drive by the late presi- 
dent Zia-ul Haq has attracted many 
women to journalism, but few have fo- 
cused their attention beyond women’s is- 
sues. 
Lodhi maintains that Islamisation 
has initiated an “unnecessary argu- 
ment” about the role and status of 
women, adding that Islamists should 


magazines. Opposition by feminists to | highlight the spiritual and egalitarian as- 
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across the river at Lanshou, once a hub of the Silk Road. 











our glorious history. Ever since 1840 
there have been people who have used 
the splendours and greatness of the past 
to conceal the feebleness and backward- 
ness of our present state. It is as though 
we crave this ancient and time 
poultice to salve the painful realities of 
the past century. We seem to find great 
solace in every earthshaking al 
chaeological discovery. Yet the fact re 
mains, our civilisation is moribund. ” 

Su and his colleagues break one of 
the great taboos of Chinese popular 
propaganda by repeatedly discussing 
China's culture in terms of other an 
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pects of Islam. “This obsession with the 
so-called women’s question is hardly a 
service to Islam. There is no point in tell- 
ing women that they should accept 
being locked up in their homes because 
they just will not accept it,” she said. 

Lodhi, however, disagrees with those 
who exaggerate fears over women's pos- 
sible suppression under an Islamic 
order, and seems determined to allay 
these fears through her own example. By 
demonstrating her own ability and sec- 
uring recognition of her talents without 
offending religious sensitivities, she 
hopes to influence the Islamists’ view on 
women. 

But her desire to be judged without 
reference to her sex remains unfulfilled. 
Most newspaper and magazine features 
about her have emphasised a woman's 
success in a man’s world. Employees at 
The Muslim refer to her as “the boss 
woman” instead of editor. 

“I am pleased I have made it as a 
woman," she says. “But I am waiting for 
the day when there would be less fuss 
about my being a woman and people 
would focus just on what I write." In 
Pakistan, she might have to wait for a 
long time. 
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a year, every year. 
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Africa, South America and India. 

The series takes as its central elegiac 
theme the Yellow River and its count- 
less victims, the symbol of the irra- 
tional, erratic, and earth-oriented 
character of the Chinese. It is the dra- 
gon, the totem of water, that Su and the 
other writers identify as an icon for the 
violent wilfulness of the river. 

“People say that there is an element 
in Chinese culture that allows for the to- 
leration of the power of evil; others say 
that the fatal weakness of the Chinese 


| national character is a slyness, resigna- 


_ tion to the fiats of nature, and a mute ac- 
ceptance of suffering. Surely this is no 
accident . . . water is the lifeblood of ag- 


- | -riculture, and it is the dragon king who 
rules over water. For this reason, this 


nation both loves and hates the dragon, 
lauds him and curses him. It is a com- 
plex combination of emotions . In 
turn, it has made the Chinese a complex 
people." 

When the commentary turns to a dis- 
cussion of the ravages of drought in the 
countryside, sequences from the rain- 
praying scene in the film Yellow Earth 
and the peasant battle in Old Well are 
used to bring the point home. Then the 
viewer is introduced to the author of the 
Old Well, Zheng Yi, an ex-Red Guard 
leader turned novelist, who waxes lyri- 
cal on the horrors of the loess region of 
China's northwest, flying in the face of 
the fad for romanticising the "earth" 
among intellectuals and audiences of 
the urban East China seaboard. 

We are presented with a picture of 
China as an impoverished Third World 
country, relying on massive infusions of 
foreign capital and technology to create 
an illusion. of modernisation. "Our 
pride and our grief," writes Su, "are in- 
variably the same thing." Concluding —— —— — 
the episode, he observes: "History has 
proved time and again that the root 
cause of cultural decline is not the at- 
tacks of some outside force, but rather 
because of the degeneration of its inter- 
nal nena 


he script writers reserve their best 

invective, however, for the Great 
Wall, China’s ultimate fetish, which Lu 
Xun once called “both a wonder and a 
curse.” Wang Luxiang, author of the 
commentary of the second episode Des- 
tiny, writes: “If the Great Wall could 
speak, surely it would tell the descen- 
dants of the Yellow Emperor in all hon- 
esty that it is nothing but a massive 
monument to tragedy, cast in its present 
form by historical destiny. The Great 
Wall can in no way represent strength, 
progress or glory; it is a symbol of con- 
finement, conservatism, impotent de- 
fence and timidity in the face of inva- 
sion. Because of its massive scale and 
venerable history, it has left the imprint 
. of its grand conceit and self-deception 
. on the very soul of the Chinese. Ah, 
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i | cient, poe iud impoverished cul- | 
|. tures, such as those of the Middle East, 
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do we still sing your 


one final salvo Wang says: "Our 
ancestors were never able to transcend 
the soil or agriculture. For them the 
most startlingly imaginative and daring 
act they were capable of was merely 
this; the building of a Great Wall!” 

The authors of River Elegy do not re- 
strict themselves to the deconstruction 
of national myths. In the other four 
episodes, historical comment is com- 
bined with contemporary references 
both to shock audiences into the recog- 
nition that the deadly hand of tradition 
still lies heavily on China, and that only 
in reform and the open door can a path 
to the future be found. 

Wang bemoans the state of intellec- 
tuals in China today, saying that “eco- 
nomic impoverishment and spiritual 
repression and manipulation are still 
part of their daily lot.” He states that 
“the crisis in education is the most press- 


ing in China today.” As pictures of Cul- 


f 
| 
| 
| 
| 
| 





ae are AI KISS 
F is Re Fy 
4 if : i 
: A 
z pu f Arni 
(ij n) d oe zs 
j 
3 w 
j 

" 





Zhao | Zhao praised T TV seres as pro-reform, ara 


tural Revolution denunciations of uni- 
versity professors appear on the screen, 
the voice-over declares that “One can 
only hope that history [should we read 
this as ‘the party?'] will not make fools 
of Chinese intellectuals yet again!” Al- 
though the frame of reference is sup- 
posedly the Cultural Revolution, no 
one could fail to see in these words a 
criticism of the regular purges of intel- | 
lectuals overseen by Deng during the 
past decade. 

New Epoch, the fourth and most up- 
beat episode, is devoted to the Third 
Party Plenum in 1978 at which the new 
reformist policy was initiated, and the 
13th party congress of last year. In it, 
Mao Zedong and the Cultural Revolu- 
tion are given a verbal and pictorial 
drubbing. The fifth episode, Misery, 
written by Su Xiaokang, equates the re- 
peated flooding of the Yellow River 
with the cyclical nature of Chinese his- 
tory, including Mao's post-1949 rule 
and the ever-present threat of totalita- 
rian extremism. 

After listing the various disasters of 
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the past year such as, the nor 
forest fire, air disasters, train w 
and the Shanghai hepatitis epidem 
asks: “Are these not | dim but re 
ble warning signals being sent out to 
by the decrepit social mechanism of 
state?" Of course, this episode, Hike | 
others, ends on a note of hope, w 
shots of Zhao at the 13th party congr 
Yet, no amount of window dressing « 
erase the devastating effect of the | 
ages and words that have preceded it. ` 


"he sixth and last episode, The Ca. 

our Blue, réstates the docume 
general theme of the need for < 
ward looking, trade-oriented - 
China. In it Zhao's im 
background to a dis 
cracy. “The traits. of i 
tics are mysteri 
and wilfulness," a.‘ 
lowed by the wordi § 
ing on the screen. 
government should be tre 
popular will arid the scientific spirit.” 
Xie Xuanjun and. Yuan Zhiming, t 1 
authors of this episode comment: “It 
as though for so many things in Chin 
we have to. go back to the May Fourth 
Period and start all over again.” F 

it is little wonder that a numbèr ef | 
old intellectuals: and professors are | 
rumoured to have complained aboutthe | 
"cultural nihilism" of River Elegvto Hu 
Qili, the chameleon-like. ideologie 
taskmaster of the politburo. One ol 
general, referring to the Taiwanese au 
thor of the controversial essay The Ugl 
Chinamen, is said to have commen. 
that the series “was more Bo Yang than 
Bo Yang." E 

Hu instructed the Television and. 
Broadcasting Ministry to criticise the 
programme in late June, but by July 
word was out that some supreme au- 
thority, possibly Zhao himself, ha 
praised the series as “pro-reform” ar 
above pidas 

By late July, Su was writing and 
cial request for River Elegy to be. 
peated on prime-time TV. Station 





done just that, presumably in cont 
vention of a Peking ban. 

The controversy surrounding Ki 
Elegy is far from over. It is a con 
and tantalising work, artistical 
even, but highly provocative; bot 
propaganda and outstanding pol 
criticism. That it has been sereenet 
Chinese TV is perhaps an indication: 
of the openness and liberalism of 
leadership, but rather of the confusi 
and paralysis of will from which C hina 
propagandists now suffer. 

Yet, two young critics writing im 
China Youth News of 10 July po 
that the series does not go as fi 
could. “The nature of the Chinese 
is such that while intellectuals c 
our ancestors with impunity, thes 
be careful to circumnay igate the re 
direct criticism." 
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Disco and Democracy by Orville Schell. 


given. 


pos s Hermann Goering (or was it 
Goebbels?) was right: the correct 
reaction to the word "culture" is to go 
for your gun. Culture is one of those 
terms — "fascism" and "democracy" 
are others — which is continually used 
without defining its meaning. What is 
culture? Is it a particular way of thinking 
unique to a country or tribe, and if so, 
do those members of the tribe who think 
differently no longer belong to their cul- 
ture? 

Where the confusion about culture 
becomes especially annoying, indeed 
dangerous, is when it gets mixed up with 
politics. Culture is often used as a justifi- 
cation for a particular political order. 
Grand philosophical terms such as 
"Great Harmony" are invoked to de- 
scribe what is, in fact, nothing but au- 
thoritarian rule by a small number of 
people. Harmony, whether it is clothed 
in Confucian, Teutonic, Shintoist or 
whatever philosophy means that the 
ruled ought to obey their rulers. Any- 
body who questions this is accused of 
either not understanding it (for in- 
Stance, foreigners) or going against the 
culture, or worse, being toadies to for- 
eign interests. 

There are many examples of this. 
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Peking youths at Saturday night disco. 








For instance, every time the autocratic 


ways of Singapore’s Prime Mminister 
Lee Kuan Yew are challenged locally or 
criticised abroad, East Asian culture is 
brought to the fore. East Asians cannot 
have adversarial politics; it is not part of 
their culture. 


Pantheon Books, New York. No price 


Chinese harmony is also used by 
much less self-serving people than Lee. 
The Confucianist scholar Du Wei-ming 
recently argued that what Taiwan needs 
is Chinese-style democracy. To be sure, 
everybody should have the right to vote, 
but at the same time the country ought 
to be ruled by a virtuous elite, a kind of 
democratic Confucian Mandarinate. 

Orville Schell, like Lee and Du, is a 
believer in Chinese culture. In his 
travels to China he is much concerned 
with what is echt (real) Chinese and 
what is ersatz. He is disturbed by the 
proliferation of so much that is ersatz 
through China's open door. His thesis is 
simple: Maoism was essentially a 
nationalist reaction against the 
humiliating domination of foreigners, 
first from the West then from the East. 


PE the process, Chinese leader Mao 
Zedong destroyed much of what was 
old, but his experiment ended in failure: 
the "New Chinese Man" was never real- 
ly born. And, as Schell points out in Dis- 
cos and Democracy, the open door 
brought the foreigners back in again, 
only this time they were more lethal. 

Not only did they bring discos, 
limousines, fancy American hotels, 
hamburgers, Maxim's, rock and roll and 
fashion parades, but also Western con- 
cepts of democracy, picked up by West- 
ernised Chinese intellectuals. 

Schell is so irritated by the discos, 
limos and so on, that the idea of demo- 
cracy must be almost as irksome. But, 
being a decent US liberal, he cannot 











Coca-colonisation of Asia 


Video Night in Kathmandu and Other Reports from the not-so-far East by Pico 
lyer. Alfred A. Knopf, New York. US$19.95. 


p Iyer is one traveller who does 
not cringe at the sight of 
McDonald's golden arches beside an- 
cient temples, or pretend he cannot 
hear the voice of Madonna drowning 
out the sound of the gamelan. Instead, 
he marvels at these familiar symbols of 
the West in their new and distant set- 
ting. Thus his premise for writing Video 
Night in Kathmandu: to explore the 
coca-colonisation of the Far East. 

The book is a collection of essays, 
and each chapter treats a different coun- 
try to develop a particular theme. He 
looks at the Philippines, where the US 
has bequeathed its former colony with 
beauty pageants, country and western 
crooners, and most recently, AIDS. He 
visits Burma, the "queer maiden aunt" 
where vestiges of the British Raj are 
eerily frozen in time ever since 
strongman Ne Win, who resigned from 
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his positon as party head on 23 July, 
turned his back on the West nearly 40 
years ago. 

He then takes us to Kathmandu 
where the last refuge of hippies meets 
Hinduism, to China as she rather awk- 
wardly wears her new Western clothes, 
to Bali, the world's worst kept secret 
;xaradise, and to Japan, land of the two 
Mickeys, Messers Mantle (as in Ameri- 
can baseball star) and Mouse. 

If, as Paul Theroux writes, that 
“travel writing is a form of minor au- 
tobiography,” then Iyer's is not a travel 
book. One learns no more about him in 
this work than can be gleaned from the 
dust jacket blurb, which states he used 
to cover world affairs for Time 
magazine, perhaps because his percep- 
tions are so coloured by his search for 
the Westernisation of the East. He re- 
lies on anecdote sparingly, employing 
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only the most emblematic incidents and 
conversations he has with people along 
the way. 

He lets small details like T-shirt slo- 
gans and restaurant names illustrate the 
incongruities of cross cultural clashes. 
Thus we see Manila prostitutes doing 
the bump and grind to Madonna's Like 
a Virgin, Japanese video arcades called 
"Lets Talk" and a Burmese trishaw 
driver with "My life" painted on one 
side of his vehicle and *B.Sc. Maths" on 
the other. 


|: has a real talent for stripping his 
fellow travellers to their barest essen- 
tials, whether in describing the indi- 
vidual traveller in China who refuses to 
be brought to heel, the *beefy men with 
sunglasses propped up in their hair, 
freshly turned blondes in halter tops" in 
Bali, or backpackers in the Himalayas 
comparing stories of “ground breaking 
bouts of dysentery.” 

The East is a place, says Iyer, where 
"the cross cultural affairs developed 
with all the contradictory twists and 
turns of any romance in which opposites 
attract." There is the broker who aban- 
dons his Brooks Brothers clothes for 
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quite come out and say this. Instead, it is 
constantly implied in his book that those 
Westernised intellectuals are “unrealis- 
tic," while their critics are “pragmatic” 
and altogether more reasonable. These 
critics can be reformers, of course. And, 
Schell is clearly not opposed to reforms, 
as long as they are within the Chinese 
tradition, in a word, echt. 

This thesis raises two questions. 
Is it true that democracy in the 
sense of rule by law is so alien to the 
Chinese that it cannot be implemented? 
And was Maoism really the defence of 
"Chinese identity" that Schell makes it 
out to have been? 

One answer to the first question is 
that even if democracy is not part of the 
Chinese tradition, so what? Rational 
political arrangements do not have to be 
"traditional," nor should tradition be 
used to justify irrational arrange- 
ments. 

This does not appear to be Schell's 
view, however. Culture is the essence of 
his book. Through interviews with va- 
rious Chinese intellectuals, from radical 
critics like Fang Lizhi to party reform- 
ers, Schell presents the pros and cons 
of the cultural argument in a seemingly 
even-handed way, though implying 
where his sympathies lie. His star wit- 
ness is a veteran party cadre he calls Mr 
Wu, a man who combined “a classical 
education, and a deep appreciation of 
Chinese history and literature with a de- 
votion to the ideals of communism. . ." 

This Wu, like Mao or indeed Singa- 
pore's Lee, believes that democratic 
politics are incompatible with Chinese 
culture. The arguments are familiar. 
"Whether communist or traditionalist, 
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Junk food conquers the world. 


bangles and beads in Nepal, and the 
tourists who wrap themselves in sarongs 
as locals sport Levis in Bali. 

But there is an asymmetry in this fas- 
cination for things foreign and new. The 
broker can go back to Wall Street, but 
the locals are always the ones left be- 
hind, waiting for that promised snap- 
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our notion of a human being emphasises 
responsibilities rather than rights. 
Chinese have always defined them- 
selves in terms of their obligations to so- 
ciety, not in terms of what society and 
government owe them . . . with the ex- 
ception of a small stratum of Western- 
ised intellectuals, most Chinese have 
an inbred sense that to take advantage 
of individual rights is to do something 
selfish. 

“It is our cultural inheritance to feel 
that the mere act of taking these rights 
taints us with a suggestion of self-in- 
dulgence, of putting our own desires 
ahead of the interests of the group or so- 
ciety as a whole. This is both very tradi- 
tional . . . and it is also very Marxist, in 
the sense that both Mao and Karl 
Marx always viewed things from the 
standpoint of the good of society as a 
whole rather than that of the indi- 
vidual." 


21 sounds persuasive to Schell. It 
is, though, pure cant. If individuals 
do not expect anything from the govern- 
ment, what about the iron rice bowl to 
which a large number of Chinese seem 
highly attached? And, it is precisely 
the family that Mao, the supposed 
traditionalist in a communist guise, 
tried to destroy for he understood only 
too well where the loyalties of his coun- 
trymen lay. 

Schell is so eager to see Mao as a 
traditional Chinese reformer, compar- 
ing him to thinkers like Liang Qichao, 
that he seems remarkably naive about 
his politics. He finds it ironical that as a 
former rebel, Mao did not tolerate op- 
position once he was in power himself. 
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shot, or even the return of a friend at the 
same time next year. 

Of course these incongruities and in- 
equities are clear to anyone who has 
spent time travelling, and they are not 
unique to the Far East. Iyer recognises 
this, and looks more closely at the speed 
and extent of Westernisation in each 


But this, of course, was his Confucian 
traditionalism. 

The main problem with these cul- 
tural arguments is that they always serve 
the masters. It is, of course, a good thing 
for Western intellectuals to show an un- 
derstanding of non-Western cultures, 
but when understanding slides into 
apologetics, or worse, power-wor- 
ship, it becomes an insult to the 
very people they purport to under- 
stand. 

Such an attitude is understandable if 
the Western intellectual is a communist. 
Schell, as far as one knows, is nothing of 
the sort. But, like many decent liberals, 
his political naivety makes him vulnera- 
ble to the moralist, propaganda of the 
communist cause. There is a marvellous 
telling sentence virtually at the end of 
his book, where Schell describes Mao's 
mausoleum, the Hall for Paying Rever- 
ence. 

He watches the crowds filing in to see 
the embalmed corpse and describes the 
souvenir shops selling knick-knacks, 
but “. . . what made the scene so eery 
was that although this one spot con- 
tained the most tightly packed collec- 
tion of Mao imagery still remaining in 
China, there was virtually nothing for 
sale in the souvenir shops that had any 
relevance to the Soltau sianificance of 
Mao Zedong as à revolutionary leader. 

"This was business, plain and simple 
. . . Like those parasitic forms of marine 
life that cluster and thrive around the 
outfall pipes of large cities, these small 
businesses had gathered here to com- 
mercially exploit the people spilling out 
of Mao's place of entombment.” 

— lan Buruma 


place and then attempts to draw conclu- 
sions based on how each of those 
societies has embraced elements from 
the West. 

Unfortunately, the attempt is only 
partially successful. As an illustration of 
the Japanese knack for beating the 
Americans, quite literally, at their own 
game of baseball, Iyer looks at how they 
produced their own all-time home run 
champ who breaks (another American 
star) Babe Ruth's record. 

In discussing the Indian film industry 
with its wholesale rip-offs of Hollywood 
flicks to produce Rambos with a Hindu 
twist, he says: "In India, movies and 
politics were effectively responding 
to the same basic need; for a figure 
broad enough and huge enough — 
mythic enough really — to transcend all 
divisions of region and religion, to 
tower above all earthly problems like a 
God.” 

In all, Video Night in Kathmandu is à 
delightful book, written with grace and 
wit. It is guaranteed to produce shud- 
ders of recognition for those who know 
the East, be they deem am at yup- 
pies, or sun worshippers on Ko Samui. 

— Freddie Balfour 
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South Korea clamps down on speculators in bid to cool a real-estate boom 





By Mark Clifford in Seoul 


ey eeunticd stockmarket punters re- 
cently held a protest march in cen- 
tral Seoul. Their target: real-estate 
speculators. The demonstrators — 
rumoured to have been paid by sec- 
urities houses — complained that soar- 
ing property prices were draining 
needed cash from the stockmarket. 
Government officials and academics 
are not amused by the irony of stock 
punters criticising real-estate speculat- 
ors. They are increasingly con- 
cerned that soaring property prices, 
especially around Seoul, may handcuff 
development. They worry that South 
Korea may face the same problem that 
Japan does, where high real-estate 
prices skewer business decisions, espe- 


| cially around the capital. 


Real-estate inflation also poses a 
nettlesome political problem for South 
Korean President Roh Tae Woo, who is 


2 trying to minimise the growing gap be- 


tween the haves and the have-nots. In- 
flation, which is on the upswing in South 
Korea, is especially destabilising in a 
country where wealth is something to be 
hidden not flaunted. Inflation confers 
windfall gains on those with tangible as- 
sets, especially real estate, and fuels re- 
sentment by those not on the property- 
owning carousel. 

According to the Korea Housing 
Bank, land and housing prices rose 18% 
from mid-1987 to mid-1988. House rents 
were up 26%. But few Koreans seem 
prepared to believe the government fig- 
ures, since real-estate inflation has been 
so much higher in certain areas. Parts of 
Seoul, especially south of the Han River, 
have seen land and apartment prices 
double in the past year. Speculation has 
also been lively around the west coast 
ports of Asan and Kunsan, which are 
supposed to benefit from heavy infra- 
structure spending to spur China trade. 

After a year of trying to talk down 
real-estate prices, the government 
on 11 August produced a series of 
tough counter-measures that will 
be phased in by the end of 1989. 
The proposals aim to make it more 
difficult to fiddle with prices, so 
that the tax man can take his slice of 
segete profits. That, in turn, 
should discourage rapid buying and 
reselling of property and should 
slow down real-estate inflation. 

The government proposes that 
buyers and sellers use their real 
names in transactions, that a com- 
puterised system keep track of 
real-estate owners nationwide, and 
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: nettlesome political problem. 
that stiffer taxes are introduced, espe- 
cially on property that is bought and re- 
sold quickly. Permits will also be 
needed for land sales in speculative 
areas. 


he Office of National Tax Adminis- 
tration (ONTA) is also proposing a 
rogressive tax on real-estate gains, 
undling them together with other in- 
come, rather than treating real-estate 
profits as a one-off gain which is taxed at 
a lower rate. 

A committee headed by the deputy 
prime minister, and including five other 
cabinet ministers, is overseeing the pol- 
icy. One of the main aims will be to 
coordinate land policy which at present 
Is a mess, with a maze of conflicting reg- 
ulations from different departments. 


SOUTH KOREA'S 
PHOPERTY BUBBLE 










Seoul — for sale 


For example, the Home Ministry sets 


one price for calculating property taxes; 


the Finance Ministry sets another price 
for reckoning mortgage limits; the Con- 


struction Ministry uses another rate 


for property expropriation, and ONTA 
has another for working out capital 
gains taxes. And none of the prices has 
any particular relation to the market 
price. 

These proposed measures are being 
backed up with more aggressive en- 
forcement of existing policies, effective 
immediately. ONTA says it will crack 
down on “anti-social” businessmen who 
speculate in real estate rather than in- 
vesting in economic growth. 

The Construction Ministry says it 
will dispatch special teams to investigate 
speculation in the Seoul area. Nearly 
1,500 apartment complexes in Seoul are 
being put in a special tax category which 
will force sellers to pay higher taxes. 

Despite new ideas on taxes, the tax 
authorities are still several steps behind 
real-estate players. Tax commissioner 
Suh Young Taek said 1,444 "habitual 
speculators" have been identified and 
will undergo a thorough tax audit, 
which will begin as soon as possible. The 
threat of the tax man is probably the 
biggest stick that the government can 
brandish in a country where unreported 
income is widespread. 

While South Koreans abhor specula- 
tion, at least publicly, the authorities 
face an uphill battle. There is a scarcity 
of property, since only about 4% of the 
country's land is zoned for housing or 
industrial use, with tough restrictions 
applying to agricultural and greenbelt 

and. 

Fuelling the boom are the massive 
redevelopment projects in Seoul. More 
than half a million people are being dis- 

laced to make way for more than 200 
lousing projects. House and property 
owners in the redeveloped area 
have first claim to flats in 
the new buildings, where ap- 
preciation is generally amek- 
est. 

Predictably, when a redevelop- 
ment area is announced, property 
values soar. A researcher study- 
ing a proposed redevelopment area 
in eastern Seoul cites the ex- 
treme, but not unique, case of a 
house which was sold three times 
in 18 months, its price soaring from 
Won 1.9 million (US$2,639) to 
Won 14.5 million. Real-estate 
agents hype property values in 
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we commissions instead of the normal 
SO) 

Policymakers may deplore the 
speculation, but South Korea is awash 
with money. The current-account 
surplus sucks in US$1 billion a month. 
The double-digit pay rises in each of the 
past two years have put more money 
into middle-class pockets. 

Real-estate speculation is also fuel- 
led by the fact that there are few ways 
South Koreans can spend their tn- 
creased savings. Overseas investment is 
virtually outlawed and domestic finan- 
cial markets are backward. They can 
stash their money in a bank account, 
where it will earn a respectable 11% or 
12% a year. Or they can plunge into the 
stockmarket, where the index has more 
than quadrupled since the beginning of 
1986. 

But stocks still have yet fully to shake 
off their risky reputation. There are 
only about 2.5 million investors — the 
use of false names on accounts means it 
is difficult to know for certain — in a 
country of 42 million people. 


Rz -estate speculation is probably 
becoming more ingrained. For exam- 
ple, employees at a foreign bank in 
Seoul recently capped off tough wage 
negotiations by putting some of their 
pay rise into a property "investment" 

fund that their labour union set up. 
These voung professionals do not con- 
sider themselves speculators, but they 
are certainly hoping for a bigger return 
than they would get from a bank ac- 
count. 

The authorities are also going to 
have a tough time cooling the specula- 
tive instincts of the thousands of house- 
wives, especially those in the wealthier 
districts of Seoul south of the Han River, 
who pool their money in investment 
clubs noun as kyes and buy real estate. 
Real-estate speculation is a pastime with 
a tradition and, provided one is not too 
large or greedy, acceptable enough to 
make real-estate prices a lusty subject of 
mealtime chatter even in this land of 
outward moderation. 

Even securities companies are in the 
real-estate business. According to local 
newspaper reports, the value of real es- 
tate owned by 22 of the country's 25 sec- 
urities firms leapt 64% to Won 242 bil- 
lion in the past year. (The valuation was 
based on the purchase price of new real 
estate only.) Daewoo Securities, the 
country's biggest securities firm, saw its 
holdings more than double to Won 47 
billion at the end of May. — 

The protesters in central Seoul who 
~ | urged the government to slow down 

.. | real-estate speculation in order to boost 
o| the stockmarket were right on target. 
When the government announced the 
first part of its real-estate package on 11 
August, the composite index jumped 
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3% in a day — one of its biggest gains 
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Ex-Im bank eases Jakarta's yen debt burden 


By Nigel Holloway in Tokyo 


ndonesia's plea for help over the 

heavy burden of its yen-denominated 
debts has been answered — up to a 
point. Japan's Export-Import Bank 
(Ex-Im) is lending Indonesia US$200 
million in US dollars, the first time 
the bank has ever made such a 
loan. 

"I don't think it will be the last time" 
Ex-Im will lend US dollars, says 
Tadahiko Nakagawa, Ex-Im's manager 
for international relations. Future re- 
quests for this kind of help will depend 
on the proportion of a country's debts 
denominated in yen and the strength of | 
the borrower's arguments. 

But the Ministry of Finance's deputy 
director-general for international fi- 
nance, Koji Kashiwaya, says the loan to 
Indonesia was "an excep- 
tional case” and that only a 
"very small portion" of Ex- 
Im's loans could be denomi- 
nated in US dollars. 

Ex-Im can fund US-dol- 
lar loans by issuing govern- 
ment-guaranteed Eurodol- 
lar bonds or by swapping 
yen into dollars, as was the 
case with the Indonesian 
loan. 

But the bank is basically 
a channel for Japanese re- 
sources to the outside 
world, so the scope for non- 
yen lending is limited. In 
theory, there is nothing to 
stop Indonesia's central bank, Bank of 
Indonesia, from swapping yen into 
another currency, and commercial 
banking sources in Tokyo say it is con- 
sidering doing so. But Ex-Im has al- 
ready swapped about US$200 million 
worth of export credits, and therefore 
has some experience of such arrange- 
ments. 

There are several reasons why In- 
donesia should be the first country to re- 
ceive special treatment. About 40% of 
its external debt is in yen, but its main 
source of revenue, oil exports, is de- 
nominated in US dollars. 

Oil revenues have fallen following 
the collapse of the oil price but the surge 
in the value of the yen against the US 
dollar has added about US$1.5 billion to 
Indonesia's debt-service payments since 
1986. The country's total debt is ex- 
pected to reach US$51 billion by March 
next year. Indonesia has also been hit 
hard by the drastic devaluation of the 


 rupiah against the yen. 


Although others have asked Japan 
for help over their yen borrowings, 


Indonesia has tried hardest to seek 
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relief. President Suharto de 
ed adviser Widjojo Nitiss 
Tokyo in February to plead T 
case. It was pointed out — 
loss of oil-export revenue was- 
gain. - 
The Japanese Finance A 
made its own study and officials re 
unconvinced of the need to tz 
action. They note that foreign 
rates have a habit of moving in be 
rections. After rising almost có 
ously for three years, the yen ha 
from ERU *122 in December 198 
US$1:¥ * 
Officials in Tokyo think that pt x 
sure from Indonesia to tackle the yen 
loan issue has eased in recent month 
for reasons other than the fall in the yen. 
Both Indonesia and its. 
^ donor nations are now more 
optimistic about the coun- 
ftry's economic prospects, | 
|; particularly in view of the 
* strong growth in non-o ex- — 
ports. a 
And a few months ago E 
Japan agreed to a US$23 | 
billion loan to Indonesia, a $5 
most all of which is fast sdis: P. 
bursing — one of the biggest | 
loans Tokyo has ever aue 
thorised and almost double | 
that of the previous year. A. 
senior official said Japan 
might be able to reduce | 
the size of its fast-disbursirig 
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loan to Indonesia next year, be 
cause of the overall progress bein 
made. 


Ex-Im has been plaving a full part 
the discussions. The latest lom 
US$200 million for repayment ove 
years, plus another * 60 billion ove 
years, are untied and fast-disb 
They are to be used for 40 infra 
projects assisted by the World 1 
the Asian Development I 
March 1987, Ex-Im lent Indon 
billion, untied, and a year | 
vided a two-step loan for the private sec 
tor worth ¥ 10 billion. 

Almost all of East Asia's developin 
economies have a high proportio 
yen-denominated debts. China is s 
have an even highet proportion « 
debts in yen than Indonesi 
it seems that Peking has 
proached Japan for dollar 
ated loans. With the exce 
South Korea, all are heavil 
dent on exports of commodities 
prices, in real terms, are still b 
the level they reached in the e 
1980s. 















By Jonathan Friedland 


LI aw Par Brothers International, the 
| Singapore- -based investment and 
rading company, is again changing its 
stripes. The 88-year-old firm is prepar- 
ng finally to realise the full value of its 
¿most famous product — the ubiquitous 
Tiger Balm ointment — by spinning it 


“pany. 
= At the same time, Haw Par execu- 
tives are attempting to build 
.a more stable recurrent 
earnings base for the group 
rent. They plan to take an 
estimated | S$100 million 
.(US$49.14 million) cash 
- horde — devoted in the past 
ew. years to stockmarket 
peculation — leverage it 
up and shop around for 
longer-term corporate ac- 
*quisitions. These new pur- 
chases, according to com- 
pany officials, will comple- 
ment Haw Par's existing Op- 
erations. 
—. Currently, Haw Par dis- 
tributes electrical appliances 
and office computers, pro- 
duces heavy machinery, sports equip- 
ment and clothing under its own sub- 
:'sidiary labels, runs a travel agency, and 
owns Hongkong and Singapore prop- 
erty. 
-= During the past two years, the group 
“has also moved headlong into the cash 
^| trade and barter of plastics, wood and 
other industrial commodities. This 
|- highly diversified combination is a far 
cry from the Chinese patent medicine 
‘company started by the Aw brothers, 
-Boon Haw and Boon Par. 
i. But it is also somewhat a more com- 
: lementary set of businesses than others 
.Stabled together during earlier periods 
4n the firm's history. 

-Although the asset stripping and in- 
ment rationalisation exercise bodes 
for the future — having followed on 
* heels of a decade-long cost-cutting 


for the first half of this year show that 
Haw Par’s managers still have a hard 
road to travel before the conglomerate 
is put on a sound footing. 

While group turnover was up 67% to 


were profitable, margins remained for 
the most part razor thin. This leaves the 
company rather unhappily dependent 
on investment profits, which still ac- 
count for over one-third of total group 
earnings, compared to 56% two years 
ago. 

.: Although a boon up until last Oc- 
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-off into a separate publicly listed com- | 





Wee: wrench. 


ampaign — recently released results ee 


$197 million and all operating divisions P 


ining the tiger loose 


singapore's Haw Par claws its way back from the brink 


exchange trading income since then has 
yielded a 2076 decrease in overall profit 
attributable to shareholders for the first | 
half of 1988, the second such bad result | 
in a row. "Since last year, we have been 
trying to de-emphasise short-term in- 
vestment activities," says group general 
| manager Micky H. S. Kon. "But just as 
it is easier to make trading profits in a 
bull market, it is also easier 
to make longer-term acquis- 
itions in such an environ- 


| 
i 
| 
| 
| 
ment.” | 
| 
| 
| 
| 
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tober, the collapse in share and foreign- 
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Kon says that Haw Par is 
looking for companies to 
purchase in Malaysia, Thai- 


land and Indonesia that 
would provide "backward 


linkages" to its fast-growing 
commodities trading opera- 
tions. Haw Par is also | 
thought to be looking at 
property companies in a bid 
to take advantage of Singa- 
pore's buoyant real-estate | 
market. 

This represents a new 
problem for Haw Par 
— a company used to shedding, rather 
than acquiring assets, since it was 
almost run into the ground by a group 
of British 
1970s. 

While Haw Par’s balance-sheet is 
strong, it is unlikely that profits from its 


financiers in the mid- 


m emn 


operating divisions will increase by 
enough in the short term to replace the 
kind of returns its traders ran up during 
the bull market. Only the pharmaceuti- 
cals division stands out as a significant 


| contributor to the bottom line. As a re- 
| sult, 


says Baring Securities research 
manager Tan Poh Hong. Haw Par has to 
be particularly clever in its choice of ac- 
quisitions. 

"They need to buy companies that 
provide a return from day one or their 
earnings will drop even further," she 
points out. 

Nowhere will the pressure be greater 
on Kon — who was hired from the Hong 
Leong group for his strategic vision — 
than from Haw Par’s chairman Wee 
Chow Yaw, whose United Overseas 
Bank (UOB) holds 33.1% of the com- 
pany's equity. 


Si UOB attained uncontested con- 
trol of Haw Par in the mid-1980s, 


| the company has been generally recog- 


nised throughout Singapore's broking 


i community as a share-trading proxy for 


UOB. While Kon denies that Wee 
plays a role in day-to-day operations, 
one Singapore analyst familiar with 
the firm notes that the rise in import- 


| ance of trading profits to Haw Par 


has mirrored the growth of UOB's in- 
fluence. 
But the shift away from short-term 


| trading towards longer-term investment 


could prove too big a wrench for Wee, 
especially now that Haw Par's com- 
modities trading division is moving to 
centre stage in the parent company's op- 
erations. 

However, this is not to say that Haw 


| Par has not done well under UOB's 


stewardship. Singapore’s third-largest 
banking group stepped in to nurse the 
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Gamble on a them e 


Ironically, one. place where. Tiger 
` | Balm is soon to have a lower profile is 
in Singapore. in millions 


Haw Par Villas i 
























































company back to health in 1976 — alleg- 
edly at Prime Minister Lee Kuan Yew's 
insistence  — after Britain's Slater 
Walker Group almost bankrupted Haw 
Par through an ill-timed pyramiding 
scheme. 

Over the next few years, UOB 
fended off share-market predators 
while the managers it appointed to run 
Haw Par concentrated on hiving off un- 

roductive subsidiaries. They were also 
eft to rue perhaps the most debilitating 
legacy of Slater Walker's tenure — a 
1971 Southeast Asian production and 
distribution agreement for Tiger Balm 
that was weighted heavily in favour 
of joint-venture partner, Jack Chia 





tial stake) and the largely government- 
owned Times Publishing, is betting the 
store on its hugely ambitious project. 
The number of visitors to the admis- 
sion-charging park will have to double 
from the current 1 million a year and 
they will have to stay considerably 
longer — and spend more money — if 
the park is to provide a reasonable re- 
turn on investment, suggest local ana- 
lysts. 

ITP officials are optimistic, noting 
that the project will be the first ever to 
incorporate modern amusement park 
technology with a wholly Asian theme. 
When completed in April 1990, the ex- 
panded villa will have seven major at- 
tractions — including a water ride 
where visitors can “meet” various 
Chinese spirits and a hologram-stud- 
ded journey alongside the Monkey God 
— as well as a theme shopping and 
restaurant complex on an area five 
times the old park’s size. 

— Jonathan Friedland 





Promoting Tiger Balm; the now-closed garden. 


International. 

Under the 20-year 
contract, companies in 
the Jack Chia group 
manufacture Tiger 
Balm and the popular 
Kwan  Loong oils 
which are then sold to 
the joint venture on à 
cost plus 1576 basis. 
Final distribution is 
also carried out by 
Jack Chia, which takes 
a further 20% margin 
on the retail price. If 
the rights had been 
held solely by Haw Par 
in the last financial 
year, estimates com- 
pany official Thia Siow 
Khee,  pre-tax  in- 
come arising from 
traditional medicine 
sales in Asia would 
have amounted to 
about S$20 million — 
more than three times 
the actual contribution. 

As a result, the termination of the 
licensing agreements, slated for 1991 
and 1992, is eagerly awaited by Haw 
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Buckling under 
the strain 


_ Cash surge puts pressure 


Par and is one of the key reasons for its | 


decision to inject its 50% joint-venture 
stake and its Western ethical drugs sub- 


sidiary Drug Houses of Australia (Asia) | 


into a 75%-owned subsidiary called 
Tiger Balm. 

If the listing of the remainder of 
Tiger Balm shares is well received later 
this year, as it almost certainly will be 
given that earnings are expected to at 
least triple in 1991, it will allow Haw Par 
to automatically realise a value of 
$$127.5 million for the new company. 

The offering of 18.75 million shares 
at S$1.70 apiece announced on 18 Au- 
gust is “a well-structured plan to high- 
light the underlying assets,” sums up 
Bryant Hwong, research director of 
Kim Eng Securities. Another analyst 
added: “Haw Par knows it has one sexy 
story to sell.” 

The devolution of Tiger Balm is also 
based on other practical considerations. 
Haw Par has started an aggressive ad- 


vertising campaign in North America | 
and Western Europe aimed at reposi- | 


tioning the camphor ointment as a mus- 
cle rub for the young and healthy rather 
than as a poultice for the aged and in- 
firm. 

“Just having a separate balance- 
sheet for Tiger Balm will allow them to 
gear more heavily,” suggests one for- 
eign analyst in Singapore. “Tennis and 


football star endorsements don't come | 


cheap.” 


Hiving off Tiger Balm also makes it | 


easier for Haw Par to court multina- 
tional drug distributors to take Jack 
Chia’s place and to realise the full worth 
of the well-known trademark which, as- 
tonishingly, is only valued at S$2 million 
a year. LH 











By Jose Galang in Manila 
E investment in the Philippines 
continues to rise dramatically de« 
spite the persistent unfavourable por- 
trayal of local political and economic 
conditions. The Board of Investments 
(Bol) registered planned investments of 
P 8.04 billion (US$379.2 million) in the 
first half of the year, an increase of 
182% over the same period last year. 

These equity investments cover 725 
projects with a combined cost (including 
borrowings) of some P11.5 billion, 
17% more than that for the whole of 
1987. A target of P21 billion for the 
whole of 1988 has a good chance of 
being reached. 

More significantly, the share of for- 
eign investments in the total approvals | 
was 64% , compared to only 38% inthe | 
first half of 1987. | 
These planned investments, which | 

| 


on Philippine infrastructure 


are expected to come on stream over the 
next few months, should bolster a nas- 
cent economic recovery that in the past 
two years was mainly brought about by 
consumer spending, backed up by gov- 
ernment pump-priming activities. The 
government is aiming for economic 
growth of 6.4% this year, after 5.7% 
last year and 1.5% in 1986 

The boom is not merely in intended 
investment. New, paid-up capital rose 
105% to P6.35 billion in the first half, 
though 85% of it was domestic 

But even as investors continue to be 
wooed, there are already worries about 
the economy's ability to absorb heavier 
investment flows. 

"Our present [infrastructure], 
Trade and Industry Undersecretary 
Tomas Alcantara told a recent meeting 
of corporate planners, "[is] just not de- 
signed to cope with the experience [of a 
sudden increase in investment| that 
Thailand has just undergone." The 
Philippines may find itself only able to 
absorb US$3 billion of new invest- 
ment. 

The local telephone system is much 
criticised for its inefficiency. The cost of 
electricity for industrial users is among 
the highest in the region and power 
blackouts remain common. The postal 
service needs improvement. 

To offset these liabilities, the gov- 
ernment is working on the establish- 
ment of industrial zones in provinces 
around Metro-Manila where the provi- 
sion of acceptable business infrastruc- 
ture can be concentrated 

Nonetheless, the investment satura- 
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n point could not possibly 
reached this year or next, 
iven current targets. With 
he equivalent of US$1 bil- 
within reach this year, 
: Bol is aiming for US$1.5 
illion worth of new invest- 
nts in 1989. 

One concern being raised 
investors is the declining 
ply of trained manpower 
eeded by industries coming 
1. This will be felt most in 
jë garments and electronics 
sectors. Also, investors re- 
main worried over the poor 
į credit facilities available to 
| local entrepreneurs and low 
-| quality orientation in certain 
| sectors. Government red 
tape will also continue to be 
à Worry. 

.' Of the total investments 
approved by the Bol in the 
first half of this year, the bulk came 
om Taiwan (P2.08 billion), the US 
(P1.68 billion), Japan (P670 million) 
nd Hongkong ( P223 million). 

Some 89% of the investment from 
Taiwan was accounted for by USI Far 































apan’s business history is full of 
stories of small companies pioneer- 
g exciting new products only to be el- 
Wed out of the market by bigger com- 
petitors with more marketing muscle. 
But the "dry beer" saga now being 
payed out beats most previous brains vs 
rawns stories. 
_ Dry beer — a draft beer containing 
. more alcohol and less sugar than a nor- 
.mal beer — was pioneered in March 
1987 by Asahi Breweries. Asahi is the 
third largest but, until recently, one of 
the least successful of Japan's four big 
ry companies. Since then, dry 
has turned the market upside 


Sahi sold 13.5 million cases of dry 
in 1987, gaining a 3% share of 
'$ total beer market. In the first 
months of 1988, sales of all dry 
were estimated at 100 million 
ies — roughly one-third of all the beer 








A sahi's "Super Dry" brand leads the 
rk t with nearly half of all dry beer 


> and in some cases remarka- 
abels, to the Asahi product 
the fray. The three were in- 
in February, by rivals Kirin, 
poroandSuntory — — 

> dry beer phenomenon, accord- 





Three competitors sporting a | 
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joint ventures with Filipinos | LE 
wholly foreign-owned projects ru Pn. 
joint ventures with foreigners 


wholly Filipino-owned projects 
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East Corp. and China General Plastic | 
Corp., which are both investing in a | 
local petrochemical project. Nine other | 
projects accounted for the remainder. 
Four of the five targeted industries | 
received the biggest shares of the 





ing to Naoki Izumiya, public relations 
manager for Asahi, reflects the sudden 
changes that can take place in a 
homogeneous mass market like the Ja- 
panese beer market when a new genera- 
tion of consumers takes control. Until | 
the early 1970s, the Japanese mainly 
drank lager-type beers produced by a 
handful of giant companies which com- 
peted on packaging rather than taste. 
Asahi was losing the marketing war and 


this led the company to try a new ap- 
proach, focusing on taste. 


qu idea, according to Izumiya, was | 
to find a beer that would appeal to | 
Japanese men in their 30s and 40s who | 
were presumed to have different tastes | 
from older drinkers. Asahi concen- | 
trated on so-called “heavy drinkers,” | 
who make up only one-tenth of the | 
adult population, but who accounted | 
for half the beer consumed. 

Asahi came up with a beer that tastes | 
lighter, but Ba more punch than the 
traditional German and Danish-type la- 
gers. To match the taste, Asahi and its 
advertising agent, Dentsu Inc. dreamed | 
up a TV advertising campaign which | 
showed a well-known foreign-affairs | 
commentator, Nobuhiko Ochiai. 

Asahi chose Ochiai because he was | 
new to TV advertising and looked “con- | 
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-chemicals (P4.75 billion), 

food ` ction, including 
aquaculture, crop produc- 
tion and livestock/poultry 
(P1.97 billion), electronics 
(P806 million), and textiles 
and garments (P867 mil- 
lion). 

The government expects 
to see more equity flowing 
into industries whose pro- 
ducts still enjoy the US 
Generalised System of Pre- 
ferences (GSP) that Singa- 
pore, Hongkong, Taiwan 
and South Korea will lose 
from 1 January 1989. 

Economists at the 
policymaking National Eco- 
nomic and Development 
Authority are warning that 
the country may become a 








excluded from the GSP. Nonetheless, 
the government expects more equity 
flows into the electronics sector. 


| Aquaculture is another growth centre, 


with Philippine prawn production pro- 
jected to exceed Taiwan’s by 1993. p 


fident and relaxed." Ochiai's looks and 
reputation, combined with the novel 
taste of Super Dry, d caught 
the imagination of the heavy drinkers. 
But Kirin Brewery, Japan's largest 
brewing company and Asahi's main chal- 
lenger in the dry market, seems to have 
been successful with advertisements fea- 
turing American actor Gene Hackman. 

Kirin's sales of dry beer during the 
first six months of 1988 are said to have 
reached 15 million cases, compared 
with Asahi's 27 million cases. But 
Kirin's sales were nearly double the 
number the company had expected. 

Asahi's 1987 investment programme 
was based on the idea that total beer 
output in 1988 might rise by 5096 over 
1987 levels, following a 35% production 
jump in 1987 when dry beer was only 
getting started. The company's 1988 
forecasts must have looked absurdly op- 
timistic in relation to industry forecasts 
of a single-digit rise in total beer sales. 
In the event, Asahi output since the 
start of 1988 has risen by 63% over year- 
ago levels forcing the company to run its 
plants at more than 100% of scheduled- 
capacity. 

In a move designed specifically to 
make room for more production of 
super Dry, the company decided in the 
early summer to suspend brewing under 
licence of Coors lager, an American 
beer which sells around 800,000 cases a 
year in Japan. Instead, Asahi has opted 
to airlift in cases of US-made Coors, to 
free up precious production capacity. 

Today, Asahi claims nearly 2096 of 
the ultra-competitive Japanese beer 
market, compared with less than 1096 at 
the end of 1985. ü 
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Flickering fortunes 
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Cash flows into India’s huge, faltering film industry 


By Lincoin Kaye in Bombay 


Te Indian film business, the world’s 
biggest dream factory, is choking on 
money as cash-rich tax-evaders, weal- 
thy farmers and overseas Indians bank- 
roll steadily more productions. As a 
result, India's film output (already more 
than double that of its nearest rival, 
Japan) is gaining momentum. 

But the advent of TV and videos has 
slowed the growth of domestic cinema 
audiences, while India's once-booming 


film exports have slumped to barely half | 


their peak levels. Burgeoning supply 
and faltering demand add up to a rising 
failure rate for new movies. At the same 
time, the cascade of money into the in- 
dustry has bid up input costs. 

As flops become more likely and 
more costly, film distributors — the 
traditional mainstays of production fi- 
nance — have grown choosier about 


pre-purchasing distribution rights for. 


new releases. Neophyte film financiers 
have rushed in to fill the void. 

Not surprisingly, many have suffered 
heavy losses. The real picture may be 
worse. than meets the eye: even some 
recent ^ apparent blockbusters are 
rumoured to have had to subsidise long 
theatre runs in one place to prop up 
sales in another. 

How long the charade can go on is 
the subject of much speculation. “The 
crash could come any day," predicts 
distributor-producer Gulshan Rai. 
Filmwriter and journalist Amit Khanna 
agrees: “This industry’s all set to im- 
plode.” 

That might not be a bad thing, he 
adds. The industry needs to shed its fly- 
by-night operators and break the domi- 
nance of its cossetted stars. Only then 
can it get down to repositioning itself to 
meet the video challenge at home and 
abroad. India, Khanna is convinced, 
has what it takes to emerge as a world 
cinema power: technical talent, experi- 
enced and anglophone, with an estab- 
lished infrastructural base. 

India’s breathtaking locales and low 
costs have attracted foreign film crews 
in recent years on projects ranging from 
Octopussy to Gandhi. Information 
Ministry officials periodically promise 
to streamline the onerous procedures 
for script-vetting and import/re-export 
of equipment. If they ever do, co-pro- 
ductions might expand. 

Even without foreign collaborators, 
Indian producers hope to expand export 
markets beyond the traditional base of 
developing countries and South Asian 
expatriates. The government's National 
Film Development Council is stepping 
-up its overseas promotion of Indian "art 





| 
| 
| 
| 
cinema,” according to its managing di- | 
rector, Malati Tambay Vaidya. 
Even commercial Indian cinema can | 
find a niche in the West, Khanna believes. | 
“We can make feature films for less than | 
it costs to produce talk shows there. 
What an advantage in a world where | 
proliferating cable networks are desper- | 
ate for time-filling programme material." 
To realise this potential, though, the 
industry needs discipline, according to 
producer Gul Anand. More business- | 
like financing holds the key, he feels. | 
The present haphazard methods en- | 
courage waste and delay, rather than | 
adaptation and innovation. | 
pinions differ widely on how much | 
money currently finds its way 
into films, but most industry 
insiders concede that pub- 
lished figures tell only part of 
the tale; a lot of film finance 
originates as unaccountable 
“black” income. 
“It’s easy to get turned on 
about the money-laundering 





potential of a hit film, with its Fling | Borofice | 9 
enormous return on capital," puomiesd p t 
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nearly 48% annualised in- 
terest, treble the prevailing 
bank rate. But it is the non-pecuniary 
rewards — the gamblers’ thrill, the 
glamour of hobnobbing with stars — 
that keeps attracting new investors. 


| 
| 
| 
"he influx of hot money bids up prices | 
of inputs. The government takes its 
cut at every stage, from capital equip- 
ment aquisition to raw film stock to 
finished prints to box office receipts. | 
Even before income tax, nearly 70% of | 
the industry's revenue has been drained | 
into state coffers, Rai estimates. | 
Video has lured away middle-class | 
viewers, while widespread piracy has | 
shortened the time available to produc- | 
ers and distributors to recover their | 
costs before the film effectively slips | 
beyond their control. So the only way | 
for them to "collateralise" their loans is | 
to sign on proven box-office stars. | 
"There's such a thing as playing it too 
safe, though," cautions Shridhar Kshir- 
sagar, an erstwhile film-maker and 
cinema historian who has now turned to 
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TV. Reliance on stars has merely shu 
the uncertainty of film projects u 
stream from the marketing phase 
production. Matinee idols are not 
ously capricious. Top names have 
many as 50 films going at once. 
Average feature-film producti 
time runs to more than three yea 
Spiralling costs force many producers 
write-off their projects mid-way. 
men tap investors for films they hav 
intention of completing. 
If film producers had access t 
finance, they might gene 
bankable projects, Anand ` 
A recurring complaint is that t. 
business has been consisten 
official “industry” status ( 
dant benefits of priority acc 
ernment-subsidised credit, 1 
and utilities). "With governme: 
cial institutions to back us, we cc 
force performance guarantees. 
duction timetables,” Anand cl: 
Even without winning t 
status, the dream factory may soon. 
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tory, direct backing from an establishe 
industrial house — thanks to video 
Garware Polyester, a plastic: 
has this year become India’s firs 
indigenous manufacturer of video 
tes. In the first year of operation 
Ganesan, Garware's vice-presiden 
business development, expects v 
sales to account for Rs 300-400 m 
(US$21.1-28.2 million), about a third of 
the company's overall turnover. 
“We are now vertically integrated: 
every phase of this business, fro 
polyester chips through recording," € 
plains Ganesan. "The one input w 
don't make ourselves is the progr 
ming.” To assure continued stedt 
ly of movies, Garware wouk 
ending financial a to. 
scaled video-film producti 
Khanna and others hav: 
ject proposals pending with € 
the Rs 2-3 million range (Daren 
the cost of a cinema extrava 
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y Nick Seaward in Kuala Lumpur 
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| different — story. 
| "Malaysia's economy 
j is in pell-mell retreat 


es disarray," the 
| EVIEW wrote in Oc- 
tober 1986, after Finance Minister 
Daim Zainuddin announced his third 
budget. Today, newly honoured with 
the title Datuk Paduka, Daim presides 
over an economy growing at an esti- 
ated 7-8% a year while the govern- 
nt's operating account is expected to 
be in the black again by the end of next 
. Foreign analysts who were getting 
ready to write off Malaysia in 1986 will 
have to reassess their rating of the coun- 
try. When they do, they will also have to 
_ | reassess Daim. 
|... Perhaps “reassess” is an inappro- 
| priate word. Daim has rarely been 
judged on the merits of his stewardship 
of the economy. His tenure of 
Malaysia’s top economic job has been 
marred by so many allegations of impro- 
per personal business dealings that his 
policies and administrative reforms 
ave remained hidden under a cloud. If 
the clouds clear, they will reveal his 
huge contribution to one of the most 
rapid and successful structural adjust- 
ments among developing econo- 
` mies, 
It seems unlikely, however, that con- 
troversy will ever stop. Since Daim 
began to grapple with the onset of 
Malaysia's worst-ever recession in 1985, 
he has been dogged by a series of critical 
articles in the foreign press — mainly 
Fhe Asian Wall Street Journal, but also 
he REVIEW. Two journalists were ex- 
led in October 1986, but the public's 
etite for more revelations will en- 
hat other journalists will continue 


































ig. 
The press articles raised questions of 
'onflict of interest during Daim's man- 
agement of state-owned property com- 
-pany Peremba from 1979-84, while still 
outside the government, and his pur- 
chase of a controlling stake in the coun- 
| -try’s third-largest bank, United Malayan 
| Banking Corp. (UMBC), which was 
|. completed after he became finance 
4 minister in July 1984. More recently, 

the awarding of privatisation contracts 
'aised the issue of nepotism. 


ins, but on the whole has preferred to 
main silent. Despite calls early last 





| Two years ago, it was | 
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Daim refuted some of the allega- 


of his own party, the United Malays Na- 
tional Organisation (Umno), Daim has 
continued to enjoy the support of 
Prime Minister Datuk Seri Mahathir 
Mohamad. Mahathir broke with tradi- 
tion by bringing Daim from the private 
sector straight into the finance minis- 
ter's portfolio. 

Daim is a man of paradoxes. He was 
started on his career as a successful pri- 
vate businessman with the help and pa- 
tronage of Selangor's chief minister, 
Datuk Harun Idris; yet in his public 
capacity, Daim has demonstrated com- 

lete indifference to the special plead- 
ing of the bumiputra (indigenous 
Malaysians, mainly Malays) business 
community. As chairman of state- 
owned Peremba, Daim threw money 
away on loss-making projects. Since be- 
coming finance minister he has shown a 
rigid rectitude towards government 
spending. 

“I am a man who can do many things 
at the same time," Daim told the 
REVIEW. "I can put every one of them in 
separate compartments." This ability to 
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concluded 


he biggest controversy surrounding 

Daim is his purchase of a 40.795 
stake in UMBC from Multi-Purpose 
Holdings, which went through after he 
became finance minister. 

Daim stated that he began negotiat- 
ing to buy the UMBC shares in January 
1984 and reached an agreement with the 
vendors on 6 July 1984 — eight days be- 
fore his appointment. The paperwork 
was not finalised until some months 
afterwards. “There was no turning back 
and the transaction had to be con- 
cluded," Daim said. 

After the deal came to the cabinet for 
approval in September 1984, the trans- 
action was approved by the then acting 
minister of finance — Daim was out of 
the country at the time. 





Malaysia's controversial finance minister proves an able economic manager 


The Daim stewardship 





year for his removal by senior members 
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| compartmentalise issues (some say a 


Jekyll and Hyde mentality would better 
describe him), together with his private- 
sector background, has enabled Daim 


| to brush off criticism and to face issues 
:j headon. 


Recently, Daim decided to tackle 
Mahathirs pet projects. The cen- 
trepiece Heavy Industries Corp. of 
Malaysia is being dismembered and 
management control handed over to 
foreigners and local Chinese business- 
men. Production of the Proton Saga, 
the national car which Mahathir drove 
in triumph over the Penang Bridge in 
1985, was described by Daim as a fail- 


ure. 
kG n doesn't care about anybody 
and in Umno he isn't anyone in 
terms of grassroots support," one 
economist told the REVIEW. Although 
his job as finance minister carries with it 
the influential post of Umno treasurer, 
Daim keeps aloof from the party's 
Byzantine politicking. “That is the sole 
reason he has been able to do what he 
has done — which is to pull the rug from 
under the feet of the bumiputra busi- 
nessmen," the economist added. 

This is no exaggeration. Liberalisa- 
tion of the Industrial Coordination Act 
in 1986 — for foreign and locally owned 
ventures — has reduced opportunities 
for bumiputras to hitch a free ride on the 














In May 1985, UMBC announced a 


Prior agreement 


rights issue, which 40.68% shareholder 
Pernas failed to take up. Daim took up 
these additional rights and gained out- 
right control of the bank with a 50.396 
shareholding. He admitted that this led 
to allegations of conflict of interest (Per- 
nas is owned by the Minister of Finance 
Inc., a state-holding company directly 
under his control), but Daim claimed 
he took no part in approving the 
transaction. “It was not done by me 
personally. It was done by my family 
companies, managed by professionals," 
he said. 

As for the allegation that he sought to 
increase the value of his controlling stake 
in the bank by deliberately amending 
the Banking Act to restrict individual 
shareholdings to 10%, Daim said the 
reasoning is flawed. “I must be an ass to 
do that because then later on when my 
family wanted to sell its shares, there 
would be no premium because there 





backs of estab- 
lished companies. 
Merit and  pru- 
dence  — _ not 
bumiputra status 
— are being re- 
stored as the 


criteria for deter- 
mining success in 
the business world. 
Bank loans now 
have to be repaid. 

Through these 
reforms, Daim has 
been instrumental 
in the government 
removal of many of 
the institutionalis- 
ed distortions in 
the economy that 
arose from the in- 
troduction of the 
New Economic 
Policy (NEP) in 
1970. (The NEP's 
twin aims are the eradication of pov- 
erty, regardless of race, and the creation 
of a bumiputra commercial and indus- 
trial community which would hold at 
least 30% of Malaysian companies’ 
equity by 1990.) 

His other great contribution has 
been the cutback in government spend- 
ing in response to Malaysia’s worst-ever 
recession. This cutback — which began 
in earnest with the 1986 budget — re- 
sulted in unemployment climbing to 
10% and gross domestic capital forma- 
tion falling dangerously. Yet, despite a 
general election in 1986 and the Umno 
general assembly elections in 1987 — 
volatile episodes in recent Malaysian 
political history — Daim stuck to his 
guns. 

Daim says that the cutback was a col- 
lective decision by the cabinet. “We had 


would be no longer a controlling in- 
terest.” 

Daim said that it was only fair that 
after the cabinet directive forcing him to 


Daim with central bank govern 


dispose of his shareholdings in 1986, the 


shares should have been offered to Per- 
nas and on the basis on his original pur- 
chase price plus holding costs. On other 
disposals, he says his companies made 
losses because the stockmarket was soft. 
“My family disposed of 65 million Sime 
Darby shares at an average price of 
M$2.20 per share. After the disposal, 
[the price] went above M$4. 

“Certain sections of the press, par- 
ticularly the foreign press have picked 
upon me by highlighting some of the 
baseless allegations,” Daim told the 
Review. “As usual, they are more 
generous with allegations than facts. I 
have offered to show files to provide evi- 
dence of the truth to some of you but you 
are not interested, so why waste time 
with you all?” — Nick Seaward 
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no choice but to cut expenditures,” he 
said. “We had also over-borrowed. We 
had to live within our means.” This 
was not necessarily a universal view: 
Malaysia was still considered a good 
credit risk in 1986, though it looked as if 
the debt-service ratio would soon hit 
22% . Daim could easily have borrowed 
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further, repeating the counter-cyclical 
spending of his predecessor in 1980-81. 
N°: content with holding down gov- 

ernment borrowing to 52% of 1982 
levels, last year Daim embarked on a 
foreign-debt prepayment programme. 
He sold the government's stakes in 
Malaysian Airlines System and Malay- 
sian International Shipping Corp. to the 
central bank to do so. Prepayment by 
the government was M$2.4 billion 


(US$908.1 million) and a further M$2.6 
billion is expected to have been prepaid 







or Tan Sri Datuk Jaffar Hussein: austere financial policies. 


by the end of this year. This will reduce | 


Malaysia's external debt to M$48 bil- 
lion. 

Some bankers doubt that all this was 
Daim's doing, however. “I wonder if he 
could have been fiscally irresponsible 
even if he had wanted to be," one told 
the REVIEW. The banker said that in 
pursuing his austere financial policies, 


Daim is following in the footsteps of | 


former finance minister, the late Tun 
Tan Siew Sin, and even the legendary 
former governor of the central bank, 
Bank Negara (BN), Tun Ismail Ali. 
With this tradition very much alive in 
the treasury and BN bureaucracy, Daim 
was merely doing what he was told, the 
banker said. 

There are other dissenting opinions, 
too, about whether Daim has been up- 
right in his stewardship of the country's 
coffers. The dissenters say that Daim's 
show of probity is for public consump- 
tion only. UMBC, for instance, was or- 
dered by Daim to provide guarantees on 
the loan that enabled Umno-controlled 
company Hatibudi in 1986 to acquire 











United Engineers 
(Malaysia), later 
the beneficiary 
from one of the 
largest  privatisa- 
tion contracts. 
Daim also 
vulnerable to criti- 
cism over his dect- 
sion in February 
1985 to freeze new 
listings | on the 
Kuala Lumpur 
Stock Exchange 
and his approval 
the same year of in- 
vestments totalling 
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M$70 million by 
? ‘ K the Employees 
| SM9 | Provident Fund 
PA ;! (EPF) in certain 
Pn: companies, some 


Y s of which did not 
BERNAMA 


; have trustee-stock 
status. 

The freeze was widely interpreted at 
the time as a move to bolster the price of 
his own stock-holdings. Meanwhile, at 
least one of those companies whose 
shares were bought by the EPF, Raleigh 
(Malaysia), was also closely identified 
with Daim. "Both moves were à mis- 
take," says one banker, "maybe you can 
forgive him — it was his early period 
and he was still being influenced by his 
old friends in the private sector.” 

Daim subsequently claimed that 
there had been enormous pressure on 
the government from the private sector 
to keep prices buoyant during the reces- 
sion. Daim defended the decision to 
order the statutory bodies to invest, 
pointing out that had it not been for the 
collapse of the Singapore Pan-Electric 
group in December 1985, the scheme 
would have worked. 

The jury will remain out on that 
point. However, the great majority of 
the bankers, economists and business- 
men interviewed by the REVIEW agreed 
that since becoming finance minister, 
Daim has shown probity, restraint and 
acumen in his handling of Malaysia's 
money. Whether this is the result of 
having followed advice or his own doing 
does not matter. 

Perhaps the reason for Daim's lack 
of recognition is his public image. While 
courteous and quite charming at short 
range, the 50-year-old former barrister 

resents a rather hostile and evasive 


| mage to outsiders. He is blunt and so- 


cially awkward. Both of these traits are 
mistaken for unpleasantness 

Considering Daim’s enormous 
wealth, his personal tastes are very sim- 
ple. Foreign pressmen, invited to lunch 
with him last year, were astonished by 
his unbridled enthusiasm for rojak, a 
cheap and simple vegetarian dish popu- 
lar in Daim’s native north. 

Daim and Mahathir both hail from 
the same village in Kedah. Those fami- 
liar with him say that the sharing of a 
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commoner background with the prime 
minister has given Daim immunity from 
back-stabbing within the government 
and a common sense of purpose. He 
has, for instance, been able to ride 
roughshod over the predictable cries of 
outrage from the bumiputra business es- 
tablishment over his tough economic 
policies. A vote by a Malay Chamber of 
Commerce last year, calling for the ous- 
ter of state-owned Bank Bumiputra 
Malaysia chairman, Tan Sri Basir Is- 
mail, was ignored. 

Should Mahathir ever lose control of 
Umno — now technically Umno Baru 
(New Umno) — to Tunku Razaleigh 
Hamzah's faction, Daim will be the first 
to go and much of his work will be un- 
done. Whatever history’s verdict on 
Daim’s personal affairs, it now seems 
likely that his management of the econ- 
omy will be seen as having played a cru- 
cial role in preventing Malaysia from 
sliding into chronic indebtedness and in 
putting the country back on course 
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pragmatic management. 


industrialised 


Daim in parliament: 


for newly 
status. 
There have, of course, been factors 
other than Daim's management which 
have contributed to the turnaround. 
| The recovery in commodity prices has 
helped the plantation and mining sec- 
tors, and the booming US economy has 
kept up a steady growth in demand for 
Malaysia's textile and electronic manu- 
factures. 
But Malaysia's tapping of a good 
rtion of the foreign investment that 
as been pouring into the region for the 
past two years is testimony to Daim's 
pum and his ability to convince 
ahathir that social restructuring 
should take second place to economic 
growth. Only recently have come signs 
that this pragmatism is beginning to 
work on domestic investment too: in 
short, Malaysia's economy is moving 
from export-led to investment-led 
growth. o 
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High stakes investment 
in the private sector 


Daim has always 
been a high-roller. 
For the past three or 
four years, he has 
been betting the fu- 
ture of the economy 
on the revival of the 

' private sector. The 
outcome is still unsure, but the indica- 
tions are that the biggest gamble of his 
career Is going to pay off. 

The gamble, back in the recessionary 
days of early 1986, was to slash govern- 
ment spending. This brought the fiscal 
deficit down to 9.7% of GNP last year, 
compared with a high of 21.8% in the 
counter-cyclical spending days of 1982. 
Daim then persuaded the prime minis- 
ter to remove temporarily many of the 
teeth of the NEP, in the hope that for- 
eigners and local non-bumiputra busi- 
nessmen would fill the vacuum left by 
the government. 


If this tactic fails, the country — and | 


the Umno leadership — will be in seri- 
ous trouble. The economy will eventual- 
ly grind to a halt and the Umno leader- 
ship will be accused of having sold the 
bumiputra birthright for a mess of pot- 
tage. If it pays off, Malaysia will become 
one of the rich men of Asean. 

Daim's nerve has been keenly 
tested. Until recently, private invest- 
ment by Malaysians had failed to re- 
spond to the new incentives. Only exter- 
nal factors — the sudden recovery in the 
price of the country's commodities and 
the US-generated demand for semicon- 
ductors — prevented a severe slump. 

But if buoyant external trade figures 
have given Daim more breathing space, 
they have not translated into infrastruc- 
tural development. Daim has, at most, 





Frank, open — and criticised 


Finance Minister Daim, in an exclusive 
interview with the REVIEW, spoke on a 
wide range of subjects. Some excerpts: 


What will happen to the NEP after its ex- 
pected expiry date of 1990? 

We are holding discussions among 
ourselves; in fact, we've been doing this 
for the past six months. The thrust will 
be basically the same: the twin prongs of 
the NEP — poverty eradication and re- 
structuring of society — will remain. 


Is it true that the banks have adopted a 
new get-tough attitude towards the 
bumiputras? 

There has been a change in the at- 
titude of the financial institutions. This 
is a result of regular prodding by various 
leaders, including myself. We need to 






one more year before domestic political 
pressure to reflate the economy be- 
comes irresistible. 

The allocation for the Fifth Malaysia 
Plan, which was to be Malaysia's eco- 
nomic blueprint for 1986-90, has been 
cut back from M$74 billion to M$49 bil- 
lion. Yet the privatisation of infrastruc- 
tural services has barely begun. Con- 
struction of the remaining part of the 
M$3.4 billion North-South Highway 
by United Engineers (Malaysia) only 
began this month. The Antah-Bi- 
water M$1.4 billion rural water supply 
scheme has also been plagued by delays. 

Daim now says that he is willing to 
restore some of the plan’s cuts, but only 
“very Cautiously so as not to increase the 
deficit and crowd out the public sector.” 
He told the REVIEW that he will con- 
sider proposals on a case-by-case basis 
for projects involving electricity, water 
and roads in rural areas. 

As for foreign investment, the news is 
good. Foreign investment picked up al- 
most immediately after the relaxation of 
equity restrictions on | October 1986. 
However, the government will have to 
wait until the end of the year to see 
whether the three years of decline in 
local private investment has been 
halted. Without a recovery in this cru- 
cial sector, the gap left by the 44% drop 
in annual government development ex- 
penditure since 1982 will remain unfill- 
ed. 

Recent figures suggest that local pri- 
vate investment has indeed picked up. 
The Ministry of Trade and Industry has 
reported that it approved applications 
by Malaysians to set up manufacturing 
projects with a total proposed called-up 
capital of M$532.6 million during the 


inculcate discipline; you must repay 
what you borrow — at least try. 


How were you able to convince the prime 
minister [Mahathir] to clamp down on 
public spending three years ago when it 
would have been politically expedient to 
have pumped money into the economy? 

Despite allegations to the contrary, 
the prime minister listens to arguments 
and facts. I put across my ideas and 
sometimes argue with him. We had no 
choice but to cut expenditure. We have 
to live within our means. He took a lot 
of convincing but the figures were there 
.. . When the economy is bad you bring 
down your shutters and put your house 
in order. 


The prime minister has said you attract 
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turing | investment. 
In | 1987, majority 
foreign-owned joint 
ventures and wholly 
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foreign-owned | pro- mame ac % of GNP 
jects accounted for PAL in Ms bition 
50.5% of the com- *Forecast. 


bined total. 
This growing preponderance of for- 
eign capital. in new manufacturing in- 
vestment seems to indicate that Malay- 
sians are not responding to the new in- 
centives as fast as expected. The Malay- 
sian International Chamber of Com- 
merce and Industry (MICCI), whose 
members invested M$3 billion of for- 
eign capital in the country last 
year, blames the uncertainty over what 
will replace the NEP when it expires in 
1990. It has also not gone unnoticed 
that the investment incentives introduced 
by Daim in 1986 will expire in 1990 too. 
At the annual PIS EC dialogue 


on 23 June, the MICCI bluntly stated its 
members' fears. The chamber told 


Daim: "Domestic investors are not in- 
vesting or re-investing, and there is talk 
of capital flight. There are also signs of 


adverse press comment because you are 
blunt — you get on with your job without 
currying anyone's favour. Is this accu- 
rate? 

There is truth in what the prime 
minister says. If you say yes all the time, 
the country will go bankrupt. People 
don't like to be refused. You must also 
have the courage to scold and criticise 
when things are not right. My style is to 
be frank, open and critical. 

Those who are ambitious and against 
the prime minister find me an easy 
target. Some sought my resignation from 
the cabinet. I didn't resign for them. 
They did not appoint me.Idon't workfor 
them and I don't have to please them. 

There were those who asked me to 
award contracts to their friends. When] 
refused, they got angry and started to go 
for me. What do people want? Bank h- 
cence, finance company licence, dis- 
count house licence . . . [eventually] 
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a the flight of 
bow andexecutive 
emigration, if either 
| or both are in fact 
| true, are actively en- 
| couraged by the un- 
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certainties gener- 
| ated by the lack of 
| published govern- 
ment policy in re- 
spect of the NEP 
after 1990.” The 
MICCT recommend- 
ed a clear declara- 
| tion by the govern- 
ment of a post-1990 

NEP policy. 

Capital flight is a 
touchy subject. BN 
says the true figure 

| was M$1.2 billion 
| last year. A recent 
paper from the Uni- 
REVIEWDIAGRAM by Andy tang VeTSIti Malaya's eco- 
nomics and administration faculty puts 
the 1985 figure at around M$1.02 billion. 
But even if the true figure were double 
that, there would still be an enormous 
amount of money available for invest- 
ment. The surplus of private savings over 
gross domestic capital formation last 
year, for instance, was M$11.25 billion, 
but deposits with the banking system in- 
creased by only M$3.3 billion. 

Where has all the money gone? 
Perhaps Daim need look no further 
than his own backyard for an explaga- 
tion. According to one finance company 
manager, customers have been making 
withdrawals from their deposit accounts 
to pay their income tax bills. 
This hypothesis might seem to be in- 
consistent with Daim's cutting of the 
maximum rate of personal income tax 


there is nothing left to give away anv- 
more. In fact, given half a chance — and 
it can't be done — I would revoke some 
of the licences given. 


Do you have any plans to return to 
the private sector now that the eco- 
nomy is back on the straight and nar- 
row? 

It is entirely up to the prime minister 
whether my services are still needed. [I 
have completed four years] as the minis- 
ter of finance. I have to give considera- 
tion to my family whom 1 have ne- 
glected for a long time. Frankly, I did not 
anticipate there would be so much work 
to be done [in government]. Anytime I 
will opt for the private sector. Outside 
you are your own boss. I may consider 
going back into private practice. 


Soon? 
I don't know. 











































































from 55% to 4096. in 1985, ani 
tive corporate tax rate from 4896 tc 
last year. But these reductions t 
gone hand in hand with a dramati 
crease in the efficiency of tax collecti 
In short, Daim has been broa idening s th 
tax base. 

Tax consultants cite Daim's app 
ment of Datuk Hassan Ibrahim as di 
uty director-general of the Inland R 
enue Department in [985 as mark 
the turning point. Since Hassan’s : 
pointment. determined efforts i 
been made to bring tax evaders inte 
net. This has involved simple but e 
tive measures, such as the compar 
of EPF membership lists with the ir 
come tax roll (38% of the EPF membet 
were found to have no tax 
at all), and door-to-door 
to find out to whom tenants pay 1 
rent. 


» a speech delivered at a.con 
on tax reform last December, 
spelled out his thinking on tax cl 
“A high tax effort need not nec 
mean a continuation of high tax ratesin 
this country... the gover "nment agrees 
with the view that the level of corporate 
tax in this country needs to be lowered 
to stimulate greater pri ivate-sector 
growth. In my view, the best system of 
corporate tax is to have low rates of tax 
with as few reliefs and exemptions as 
possible." : 

Although Daim was non-committal - 
on the question of further corporate tax 
cuts, consultants are predicting : à cuti 
the forthcoming 1989 budget of at least. 
five percentage points. Part of the cuts, - 
they believe, will be recouped by a 
further broader of the sales-tax. 
base, leading ultimately — in perhaps 
five to 10 years time — to the full impos- 
ition of a value-added tax, based on the 
British or South Korean svstems. 

This shift back to indirect taxatio 
may turn out to have been Daim's great- 
est change to the Malaysian economy. 
When income tax was first introducet 
1947, it contributed some 13% of to 
tax revenue in that year. This propor 
tion increased steadily to aro: und. 2556 1 
1965, to nearly 45% in 1975, an 
reached a peak in 1986 of 5675. Govert 
ment forecasts for 1988 put the cor 
tribution at 47%. Meanwhile, indir 
tax revenue is expected to exceed dir 
tax revenue for the first time since 19% 

It may be too early to start describ 
Daim as the Nigel Lawson of the East 
but clearly, the. general thrust of th 
British Chancellor of the Exchequer's 
policies are being mirrored in Malaysi 
Privatisation is now being pursued; in- 
come tax is now in line with the bas 
rate of corporate tax; both these ta 
are gradually being re duced as an in 
tive to greater private investment and 
higher industrial production; taxes or 
consumption are being increased. Al 
that remains for Daim to do is balance - 
the budget. — Mick Seaward 









Mahathir era was 
symbolised by his 


production models of 
the Proton Saga na- 
tional car across the 
a newly completed 
Penang Bridge. That was in August 
1985. Things went downhill thereafter. 
Not enough cars used the bridge nor 
enough people bought the car. 
^|. Nearly all of Malaysia's prestigious 
_ | heavy industries are in deep trouble and 
[dt has been Daim's job to sort out the 
_ 4 mess. He has begun to do this with a vig- 
our and directness that makes other 
-Malays wince. But Daim's recent vilifi- 
cation of the management of the state- 
















- Malaysia (Hicom) is considered to be 
"only the beginning of a widespread 
-shake-up of all the non-financial public 
-] enterprises (NFPEs). 

^t. Daim’s outburst came at the annual 
-|. pre-budget dialogues in June. He said 
|| that the government was fed up with 
-| hearing excuses from the NFPEs' man- 
.| agement for their poor performance. 
_| “A good management team is able to 
-| adapt the company to changes in the 
“| economy and look for alternatives, and 
«| not to make excuses one after another . . . 
. |... If you fail, you must have the courage to 
-| resign. If you don't, you may be sack- 
| ed.” 

|. Senior executives at Hicom have 
| taken the hint. Haji Razali Haji Ismail, 
_| the director and general manager of 
| Hicom's 51?6 -owned steel billet making 
| Subsidiary, Perwaja Trengganu, has 
.| moved out to make room for Datuk Eric 
-Chia — a private-sector Malaysian 
Chinese businessman from UMW 
| Holdings. Meanwhile, the deputy chair- 
.| man of Hicom’s 70% -owned car-maker 
| Perusahaan Otomobil Nasional (Pro- 
. ton), Haji Mohamed Saufi Haji Abdul- 
Jah, resigned one day after Daim's com- 
< Proton’s executive director, Datuk 
Wan Nik Ismail, was replaced on 1 Au- 
ust by Kenji Iwabuchi, the former 
managing director of Proton's 1596 
hareholder, Mitsubishi Motor Corp. 
(MMC), whose parent Mitsubishi Corp. 
owns the remaining 15%. Japanese 
“management control of the Proton plant 
-| was consolidated when another MMC 
| manager, Kyo Fujioka, was made head 
||. ofa new corporate planning division. 

| These changes mean that all three 
j- main Hicom subsidiaries and associates 
-| are managed by non-bumiputras — 
| Malaysian Chinese Heng Keah Yong 
| was seconded from the private sector to 
|. manage its 35%-owned Kedah Cement 
last year. 




















industry troubles 


The high spot of the | 


driving one of the first. 


owned Heavy Industries Corp. of 


Daim made clear his attitude to- 
wards the NFPEs (or off-budget agen- 
cies, as they were then known), in his 
first budget in 1984. "The impact [of the 
NFPEs] on the economy,” Daim told 
parliament, “has not been very satisfac- 
tory" — their development allocation 
was cut by 2196 to MS$5.7 billion 
(US$2.16 billion). 

Daim's determined action stemmed 
from the fact that actual spending con- 
tinued to increase under the former fi- 
nance minister. This rise was due to the 
enormous demands of the NFPEs and 
came despite the initiation of formal 
budgetary restraint in 1983. When 
Daim took over in 1984, the NFPEs 


Mahathir driving Proton Saga: reverse gear. 


were spending M$7.2 billion a year, or 
46% of Do expenditure, compared 
with M$2.5 billion (18% ) in 1981. 


B y the 1987 budget year, the NFPEs' 
development spending had been cut 
to M$3.5 billion, but this had not pre- 
vented the government's exposure from 
reaching M$17 billion, comprising 
M$5.7 billion in equity and M$11.3 bil- 
lion in external debt guarantees. Judg- 
ing by previous revelations in parlia- 
ment, the government has probably lent 
NFPEs some M33 billion more. 
Although Daim told the REVIEW 
that these figures gave him all the argu- 
ments he need to convince the prime 
minister to make cuts, the relative im- 
punity with which Daim has set about 
dismantling one of the largest loss-mak- 
ers — Hicom — is remarkable. It was, 
after all, Mahathir who set up the con- 
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turing. 

Some of Mahathir's objectives have 

been achieved, but the government has 

aid through the nose in the process. 

uge loans, mostly denominated in 
yen, were used to set up the plants. The 
appreciation of the yen has more than 
doubled their Malaysian dollar equiva- 
lent, so that loan servicing has wiped out 
any operating profit made by Hicom. 
The company's latest published ac- 
counts — for the year ending 31 March 
1987 — reveal accumulated losses of 
M$206 million. 

Proton lost M$52 million before ex- 
traordinaries last year, while Kedah Ce- 
ment lost M$68 million, due to foreign- 
exchange losses and debt-servicing. 
Perwaja lost M$118 million in 1987. The 
result would have been worse had not 
the company had a windfall in 1986 
when it received M$485 million 
from shareholder Nippon Steel 
Corp. (NSC) in compensation for 
an NSC-supplied direct-reduction 
furnace for sponge iron that failed 
to work properly. 

Refinancing has eased the pres- 
sure a little. Perwaja refinanced a 
¥55 billion (US$410.9 million) 
loan in January, a few months after 
Kedah Cement announced it had 
refinanced * 17 billion of its own 
debt. In July 1987, Proton had refi- 
nanced a ¥12 billion loan from its 
Japanese shareholders. 

Refinancing with. government 
guarantees is one thing but addi- 
tional equity is another. It is consi- 
dered unlikely that Daim will com- 
mit any more public money to any 
of these projects. "The govern- 
ment will dispose of some of the 
loss-making NFPEs to the private 
sector which may be in a position 
to provide both the fresh injection 
of funds and the management ex- 
pertise,” Daim told the REVIEW. 
"If we cannot dispose of them... 
and they cannot be turned around, 
I will close them." 

It has been reported that the Perwaja 
is seeking additional shareholders' 
funds of about M$200 million. At 
Kedah Cement, management has also 
been asking for injections of more 
equity from the shareholders, which in- 


clude the Kedah state government, a 


singapore Government holding com- 
pany and a private Japanese company. 
The government also owns two other 
cement companies, Cement Industries 
Malaysia and Perak Hanjoong. No one 
knows how much they are losing. Daim 
said he is looking closely at them. There 


are other NFPEs that are being moni- 


tored. Among those mentioned by 
Daim were Sabah Gas Industries; a sec- 
ond sponge iron producer; the chroni- 
cally loss-making Malaysian Shipyard 
and Engineering, and Sabah Forest In- 
dustries. — Nick Seaward 
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- | glomerate back in 1980 as the leading 
| agency for social and economic restruc- 
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Galang in Manila 


‘he imbroglio over the planned sale 
of the Philippine Government's 
oldings in major power utility Manila 
tric Co. (Meralco), may lead to 
irther delays in the state's privatisation 
‘ogramme. 2 
. Some businessmen are worried that 
€ Meralco case, supposedly a model 
future privatisation of large holdings 
plans, may have set a bad precedent. 
There is concern that the government, 
disregarding commercially agreed deals, 
may conduct reviews whenever questions 
are raised about a privatisation sale. 
_ The Meralco plan involves the sale of 
.8 million shares, representing 46.5% 
outstanding capital which were origi- 
lly owned by First Philippine Holdings 
orp. (FPHC) and Meralco Foundation 
inc. (MFI) (REVIEW, 7 July). MFI and 
FPHC used the shares as collateral on 
P.690 million (US$32.55 million) worth 
of loans from the state Development 
Bank of the Philippines (DBP) which 
foreclosed after defaultson repayments. 
— A syndicate of financial institutions, 
led by Bank of the Philippine Islands 










































fered to pay back the loans to DBP in 
Xchange for the 11.8 million shares. 
he syndicate offered to sell these 


AGRICULTURE 


y A Correspondent in Jakarta 


donesia, which became self-suffi- 
cient in rice, the country's staple food, 
1.1984, is having difficulty maintaining 
ationalrice stocks at an adequate level. 

_ Since the beginning of the year, gov- 
ient buffer stocks have been run- 
at less than 2 million tonnes, widely 
rded as the comfortable level, and 
| Slipped below the 1 million-tonne 
mum between March and April. 
Bulog, the state logistics agency, has 
een buying less rice this vear because, 
agriculture officials, farmers are re- 
tant to sell as much as they have done 
he past. The main reason, they say, is 
that last year's long drought caused this 
year's harvest to be late. 

-But some foreign agriculture experts 
eve Indonesia's much-hailed rice 
ramme may be in trouble. Produc- 
has failed to keep up with consump- 
. and it is thought that Indonesia 
nay soon have to resort to imports. 


and Morgan Guaranty Trust Co., of- | 









ine utility hits more snags 
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Shares to the public 
through the stockmarket 
in pre-determined volumes 
over a four-year period. 

The last stages of the 
Meralco scheme were 
being formalised when 
press reports complained 
that the terms were unfair to the govern- 
ment. The reports prompted President 
Corazon Aquino in late July to have the 
package reviewed. 

As the review committee, composed 
of heads of government financial in- 
stitutions, set to work, the Presidential 
commission moved following DBP's 
sequestered the disputed shares. The 
commission’s moved following DBP’s 
disclosure that it was not aware of the 
inclusion of stock dividends in the block 
for sale. The stock dividends meant that 
the financial syndicate would receive 
8.1 miliion more shares. 

In early August, the review commit- 
tee recommended that the syndicate's 
purchase price should include unpaid 
interest on DBP loans. This effectively 
raised the price of the share block to 
some P995 million from P690 million. 
The new price would raise the cost 
of each share to some P84.30 from 





Burdens of self-sufficiency 


Indonesians eat more rice than the country produces 


The US Embassy, in its annual re- 
port on agriculture, said production 
would stagnate this year and that the 
government might have to buy on an al- 
ready strained world market an esti- 
mated 500,000 tonnes. 

Some 250,000 tonnes did arrive from 
the Philippines this year, but this was in 
repayment for a rice loan which In- 
donesia extended to its neighbour two 
years ago. 

Indonesia has found it difficult to 
maintain its prized self-sufficiency in 
rice. After two successive years of 
bumper harvests, Indonesia halted im- 
ports, only to see production level off. 
Rice output grew by 2.3596 in 1985, 
1.8% in 1986 but only 0.7% to 27.2 mil- 
lion tonnes in 1987. 

According to the government, out- 
put needs to grow by 2.4% a year to 
keep pace with demand, which is in- 
creasing because of population growth 
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P190 a share. 

| | The committee said that 
| the public offering period 
should be shortened and 
the shares more widely dis- 
tributed. The committee 
also questioned FPHC's 
ownership of 8.2 million of 
the 11.8 million Meralco 
shares. 

FPHC, along with the 
financial syndicate, has 
maintained that the trans- 
action was "above board" 
and "fair" and that the 
terms cannot possibly be altered in any 
material way because the deal "is legally 
binding." Local press reports said that 
the syndicate might sue if the original 
programme is not implemented. 

Resorting to the lengthy procedures 
of the Manila courts would effectively 
block the sale. By late August, the fi- 
nancial syndicate was negotiating with 
the Asset Privatisation Trust (APT), a 
government unit tasked with selling off 
non-performing, bank-foreclosed as- 
sets. 

There are indications that these talks 
will focus on the old APT formula for a 
"direct. debt. buy-out," under which 
debtors may settle their loan accounts 
with the APT at their transfer price 
from DBP (or Philippine National 
Bank, in the case of other non-perform- 
ing assets), plus a certain interest rate 
starting from 1 July 1986, the date of the 
transfer. u 


and increased per capita consumption. 

Officially, the growth target this year 
is still 2.4% , though there have already. 
been ministerial-level warnings about 
the state of the government's rice pro- 
gramme. “The burden to maintain rice 
self-sufficiency has become heavier,” 
said Agriculture Minister Wardoyo. 
“We need to work extra hard,” added 
Syarifuddin Baharsjah, junior minister 
for agriculture. 

Wardovo also underlined the supply- 
side problems. The area planted with 
rice has been in decline since last year. 
Pressure on land is severe, particularly 
on Java, where more than half of the 
country’s rice is produced. 

The government is opening up rice- 
growing areas outside Java, but the soil 
has tended to be less fertile. As a result, 
they are unable to replace immediately 
the production losses suffered in Java. 

There are measures designed to 
boost output which the government 
could still implement. One of them 
would be to enforce better handling of 
the grain. According to government of- 
ficials, as much as a fifth of the rice crop 
is lost because of poor handling. 
Another is a scheme to increase yields. 
A pilot project has already shown en- 
couraging results. LR 
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Hitachi's wide-ranging auto- 
motive technologies include 
car audio, the Satellite Drive 
Information System featured 
on Nissan's CUE-X concept 
car and a microcomputer 
engine control system. 


Automobiles should be more than safe, comfortable 
machines. They should also be able to communicate 
with the world around them. 


Recent advances in car electronics technol- 


ogy have been remarkable. They've not only 


improved basic functions such as engine 
control, they're now being seen in man- 
machine interfaces providing more comfort 
and operating ease, and even in communi- 
cations with the surrounding world. Down 


the road there are things even more exciting. 


Hitachi's scientists and engineers are al 
work on a Multi Information System using a 
color thin film transistor LCD to display 
operating information, road maps and a 
navigational system using these maps. With 
this system a driver could obtain a variety of 
driving information simply by touching the 
display screen. Eventually, he'll be able to 
issue verbal commands to, for instance, 
regulate the temperature within his car. 
Hitachi electronics and semiconductor tech- 
nology can also bring free communication 
with the outside and determine a car's 
exact location through use of Global Posi- 
tioning System satellites. 


Hitachi has alsc 
acclaimed hot wire air flov 
engine managemeni It help 
diametrically opposed goal 
power and fuel economy. / 
many other superior produ 
control, suspension contr 
and audio. 
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movies, select music and 
delicious continental and 
exotic oriental cuisine 
served with a smile. 


Biman 
BANGLADESH AIRLINES 


Your home in the air 








You Could Gather It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 


Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 


engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
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Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
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Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
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From left to right: lan King, Malaysia, Soon-Sun Kwon, Republic of Korea. Guy Lam Kai-Pui, Tuwan, Repul 


Actually, they're all markets in which they with over 15 
Australian bankers. operate. And they combine »xperien: 
Or more to the point, they re that local understanding the world 
all international bankers with a thorough knowledge issets, has | 
working for National of international financial expertise 
Australia Bank. matters — particularly in to meet al 

As Australia's fastest dealing with Australia and requireme 
growing international bank, New Zealand. Australian K 


National Australia Bank, offices isi | b 


National scuto] 
extensive experience in the k Limi 
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Bank, Northern Bank), Republic of Ireland ( Natic ynal Irish Bank), Federal Republic of Seem iny, Gre 


our global representation 
now includes twelve 
Asia/Pacific countries. Our 
managers in Asia all have 
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The dead and the resurrected 


@ CREDITORS of Carrian Invest- 
ments are getting a HK$152 million 
(US$19.5 million) payout from its 
liquidator, Ian Robinson of Arthur 
Young. Just another HK$1.85 billion to 
go to satisfy creditors whose proof has 
been accepted — heading the list are the 
Hongkong Bank group, Barclays and 
Westdeutsche Landesbank. 

In the end, creditors are likely to get 
a third of their loans back — minus, of 
course, the interest which would have 
almost doubled their money by now. 
But it could be less or more depending 
on whether: 

— Claims rejected by the liquidator 
are validated by the courts. The main one 
was for US$108 million by Bumiputra 
Malaysia Finance (BMF is claiming the 
same amount from the liquidator of par- 
ent company Carrian Holdings). 

— Robinson extracts substantial pay- 
outs from former Car- 
rian auditors Price 
Waterhouse (PW) and 
lawyers Deacons, or 
Stelux-related parties, 
all of whom are being 


sued for  unspeci- 
fied, but doubt- 
less suitably mammoth, 
damages. 


e E threat to PW 
may explain why it 
wants to hang on as 
joint auditors of the 

ongkong Bank group 
-— Jie me year HK$67 \ 
million. But it does : quixotic. 
Gee egonedingly. odd ome 
now. Since 30 June, the Hongkong 
Bank and two arms of its merchant bank 
Wardley have been sueing PW for dam- 
ages for negligence in respect of the 
auditing of Carrian’s largely ficti- 
tious accounts for 1981. If PW or the 
Hongkong Bank were to draw the unre- 
markable conclusion that a conflict now 
exists, another sufferer would be Peat 
Marwick, which would have to resign as 
well — according to accountants’ rules, 
any taint of conflict of interest is 
joint. 

The Hongkong Bank describes its 
writs as “protective,” having been filed 
before the legal time limit runs out and 
perhaps hoping to piggy-back on any 
damages that others might exact from 
PW. Bank shareholders might perhaps 
wonder why action was not taken be- 
fore, or if the bank really believes it was 
misled, why its writs are not more than 
"protective." 

One reason for the bank's reticence, 
of course, just might be that to be too 
pushy would give people ideas to 
ask about Wardley’s role in the Carrian 
debacle — it was Carrian's merchant 
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bank from the beginning until almost 
the end. 

è THERE are a couple of Carrian 
writs flying around which should in- 
terest not just Wardley, but all Hong- 
kong merchant bankers, not to mention 
their stockmarket wheeler-dealer 
clients. The liquidator is probing the 
earliest days of Carrian. The defendants 
in the first writ include publicly listed 
Stelux whose former property sub- 
sidiary Mai Hon was acquired by the 
then unknown Carrian group, acting 
through Wardley in early 1980. Mai 
Hon changed its name to Carrian In- 
vestments. This writ relates to the na- 
ture and financing of share transactions 
at the time of the takeover. (Companies 
are not allowed to finance the purchase 
of their own shares in Hongkong.) 

The second writ names among 
others, the then Mai Hon and current 
Stelux director, Wong 
Chong-po and Ng 
Chue-meng, who are 
being sued for alleged 
breach of fiduciary 
duty. The writ claims 
they made large share 
dealing profits through 
their prior knowledge 
of the 1979 Mai Hon 
takeover. The 
liquidator is claiming 
ownership of the profits 
and accumulated in- 
terest on them, or, al- 
ternatively, damages 
for breach of fiduciary 
duty. Although insider 
dealing is not a criminal offence in 
Hongkong, it can be the basis for civil 
claims. Surprisingly, however, this is 
believed to be the first such case to have 
been brought in Hongkong. 

e THE day the liquidator announced 
the payau Elders Investments, the 
Australi 
Bermuda-incorporated arm of the big 
Australian group, announced that 
former Hongkong Bank chairman Sir 
Michael Sandberg was joining its board. 
Sandberg had overridden colleagues to 
lend heavily to Carrian. He is the cur- 
rent president of the Surrey County 


Cricket Club in London which is nego- | 
tiating with Elders-owned Fosters Beer | 


for sponsorship of the financially trou- 
bled club’s famous ground, The Oval. 

@ DATUK Brian Chang, the quixotic 
chief of Promet Bhd, must feel a bit like 
Lazarus nowadays. He ought to enjoy it 
while he can. With an admirable sense 
of stick-to-it-iveness, Chang over the 

ast nine months has pot his once high- 

ying company out of receivership and 
relisted it in both Singapore and 
Malaysia. More recently, with the help 


an owned, Hongkong-based, | 








of two Malaysian banks, the South Afri- 
can-born Singaporean has succeeded in 
restructuring Promet's near-fatal debt 
load. 

A group subsidiary, it was just an- 
nounced, has won a choice M$80 mil- 
lion (US$30.2 million) electrical works 
contract. Promising too, Chang has 
been telling the public, are prospects for 
the firm's M$3 billion Langkawi island 
resort project (once universally derided 
as a white elephant) and for a multi-mil- 
lion dollar eye hospital to be built on the 
Malaysian island with help from, of all 
people, the Soviets. 

Songin and Malay punters, 
spurred on by enthusiastic local brok- 
ers, have been eating it up. The civil and 
marine construction group has topped 
the stockmarket turnover list through- 
out an otherwise dull August. Not only 
that; the share price has been doing ex- 
traordinarily well, enjoying à run-up 
from about 60 M cents at the start of the 
month to about 80 M cents by week 
three. 

There are those, of course, who re- 
member a similarly promising period 
for Promet, back when it was the darling 
of the 1983-84 bull market. The com- 
pany, then run (and owned) jointly by 
Chang and Bumiputra wheeler-dealer 
Ibrahim Mohamed, seemed to vault 
from strength to strength. With Chang's 
strategic vision and Mohamed's well- 
honed connections to the politically do- 
minant United Malays National Organi- 
sation, Promet expanded away from its 
bread-and-butter marine services oper- 
ations to everything from South China 
Sea oil exploration to Texan land sales. 
Between 1980 and 1984, pre-tax earn- 
ings jumped almost eight-fold. The sky 
was no limit. 

By the end of 1985, though, Promet 
had become “Plummet Bhd" to the 
broking community. Share prices once 
in the M$5 stratosphere ended up in the 
single cent range when the company 
froze in a scuffle between Chang and 
Mohamed and was finally delisted for a 
badly needed restructuring in 1986. 
"Brian is a very bright bloke, but 
he forgets that to run a business 
you need cash-flow," one Singapore 
market analysts who remembers Pro- 
met's better days rather ruefully told 
Shroff. 

Indeed, it is not at all clear whether 
the company's cash-flow difficulties 
have been cleared up. Aside from rental 
income from the pou Kuala Lumpur 
headquarters, a bit of cash from its ex- 
tant Langkawi hotel (with maybe a 41% 
occupancy rate), modest oilfield income 
and the new electric works contract, 
there is little Promet can boast about in 
the form of core earnings. 
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|. controlling more of Paul Y through the 


| offer” to buy their shares at HK$2.10 a 


TAKEOVERS | 
Tension on the Y front 


Lau brothers back on the takeover path 


By Jonathan Friedland in Hongkong 
, brutal end-game is under way be- 
“a tween Hongkong investors Joseph 
nd Thomas Lau and publicly listed 
Iysan Development Co. for control of 
sted, ailing construction and property 
concern Paul Y Construction Co. Ac- 
cording to brokers watching the 
+ Machiavellian drama, the flamboyant 
| Laus appear to have the upper hand. 
With the Lau brothers threatening to 
|. use their known 36.5% majority stake in 
j Paul Y to dilute the company's 214.3 
.nmillion shares by as much as 10-fold, 
_ Hysan chairman Lee Hon-chiu appears 
to have been caught out with his condi- 
. tional offer of HK$3.50 (45 US cents) 
-<per share for 50% of the equity. Lee will 
— have to increase Hysan's offer to a pre- 
. mium over Paul Y's estimated net asset 
; value of HK$4.44 per share if he is de- 
|. termined to gain control of the com- 
pany. 
Without a sweetener from Hysan, 
|j according to local stockbroking sources, 
| the brothers will almost certainly end up 


| dilution. Their alleged plan, which was 
: leaked to the local press, was for a 10 for 
one rights issue at 20 HK cents a share. 
- This would bring the value of Paul Y 
- Shares substantially below par. “At that 
|. kind of discount, most investors would 
| -be obliged to take up the Laus’ general 


|. piece, said one company analyst. 
|. The Laus’ "poison-pill" approach 
j|. marks a return to the aggressive tactics 


Australia cuts sales tax in a surplus budget 


ly Michael Malik in Sydney 
Australia Treasurer Paul Keating started budget day, 23 
"A August, with a mischievous promise that his statement 
would contain a surprise for journalists. By the end of the day 
‘headline writers knew what he meant. The traditional: 
“Budget — beer up” had to be turned round to an unpre- 
cedented: “Budget — beer down." 
.. Having more than achieved his target of a A$5.5 billion 
«US$4.5 billion) budget surplus, and determined to hold 
-personal tax cuts back for another 10.months, Keating de- 
‘cided to give away some money where it would do the 
“most good — pleasing traditional Labor voters. By cut- 
ting excise by 84% on low-alcohol beers and 50% on or- 
-dinary beers, he cut the cost of a can by 23 and 9 A cents 
respectively. And just to make women feel included, he 
also reduced sales tax on cosmetics from 30% to 20%. In 
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that made them one of the most in- 
teresting — and dangerous — local 
sharemarket operators before last Oc- 
tober's crash. In the 1987 bull market, 
the Laus either took over or successfully 
wrested greenmail from such blue-chip 
companies as Hongkong and Shanghai 
Hotels, Chinese Estates, and Hong- 
kong and China Gas. 

The brothers’ winning streak may 
have come to an end, ironically, with a 
HK$203.6 million purchase of 53 mil- 
lion Paul Y shares at a price of HK$3.80 
just one week before the crash. Two 
months later, they exercised an option 
and paid HK$3.80 — a full 145% over 
the then closing price — for a further 





22.4 million shares, bringing their over- 
all stake to just below the takeover trig- 
ger point of 35%. 

The latest flurry of activity began in 
July when the Laus — having spent sev- 
eral months restructuring their holdings 
and raising cash — turned their atten- 
tion again to Paul Y. Prior to the 10 Au- 
gust release of the results in the year 
ending in March, they began actively 
seeking purchasers for parts of Paul Y. 
The results showed Paul Y's operating 
losses at more than HK$24 million on 
turnover of HK$343.6 million. 

The Laus' idea at that time, accord- 
ing to one investment banker, was to 
hive off Paul Y's shell-shocked con- 
struction arm at a reasonable premium. 
In doing so, the brothers would seek to 
keep the company's 7% stake in the sec- 
ond cross-harbour tunnel project. Also 
to be retained would be Paul Y's prop- 
erty holdings which provide a steady — 
if relatively modest — recurrent earn- 
ings stream. Talks with prospective 
buyers, such as Singapore's Lum Chang 
construction group, allegedly fell apart 
when the Laus held out for a price of 
HK$5 per share, a premium considered 
too substantial in current bear market 
| 
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conditions. 


Fane to find a buyer at their asking 
price, the Laus on 12 August 
switched horses and announced they 
had purchased more Paul Y shares, 
bringing their total holding to 35.6%. 
The company would be restructured 
into a holding company with two arms 
— one for property, another for con- 
struction. To cap it off, they offered 
other shareholders HK$2.10 a share, a 
ridiculously low price even given the de- 
pressed market conditions, but one 
necessitated by compliance with Hong- 
kong’s takeover code. 


But by choosing beer, Keating has two objectives: not 
only will it obviously be popular — and the emphasis on light 
beers avoids criticism of encouraging alcoholism — he also 
can expect to reduce the consumer price index by 0.5 of a per- 
centage point at a stroke, and help fulfil his forecast of infla- 
tion down to 4.5% by June next year from the current 5.5%. 

Keating did slip in a few bitter pills to swallow with the 
beer. These included a more stringent earnings test for pen- 
sioners, which will treat capital growth on a wide range of in- 
vestments as income, and consequently cut or even terminate 
state payments to some better-off pensioners. 

Although not everybody accepts his figures and forecasts, 
Keating did a good job in his speech of selling the idea that 
over the past five years Labor has turned the economy round. 
He compared his A$5.5 billion budget surplus with the A$9.6 
billion deficit Labor inherited from the former Liberal-Na- 
tional government in 1983. Over the same period, govern- 
ment borrowing had been reduced from almost 7% of GDP 
to nil for the coming year and he predicted the current-ac- 
count deficit should fall to A$9.5 billion in the coming year. 
This would represent 3% of GDP, the lowest level for nine 

ears. 
d But Keating had to restrain his enthusiasm to justify the 





Realising an opportunity had 
emerged to take advantage of 
shareholder disaffection with the Laus' 
tactics, Hysan — a company not tradi- 
tionally known for the boldness of its ac- 
quisitions — appeared out of the blue 
with its conditional offer at HK$3.50. 
The large property group apparently 
wanted a construction arm, albeit a 
somewhat sickly one, on the cheap. 

Although Hysan claimed to have at- 
tained the support of 15% of Paul Y 
shareholders, it refrained from naming 
them and from purchasing shares di- 
rectly. While it was perhaps wise for 
Hysan to hedge -— a potential 
bloodbath should the Laus win, this 
strategy inevitably led to a market per- 
ception that its offer was far too unsafe 
for minority shareholders to accept. 

Following Hysan’s 15 August bid, 
trading was suspended in Paul Y shares 
for four days. Immediately, a brisk grey 
market developed — both among 
speculators jockeying to take advantage 
of the takeover battle and, appetenity, 
among the belligerents themselves. 
When m trading resumed, an esti- 
mated 63.1 million shares, or 29.4%, of 
the company's equity changed hands at 
prices ranging from a low of HK$2.10 to 
a high of HK$4.10. 

The erratic pricing — denoting the 
possibility of pre-arranged sales that 
bore no relationship to actual trading 
values — led the Stock Exchange of 
Hongkong on 20 August to query a 
dozen members whether they had ille- 
gally traded in Paul Y shares during the 
suspension. During this still murky 
period, sharemarket analysts point out, 
allies of the Laus may have accumulated 
even more Paul Y stock — making it 
even less likely that Hysan can win the 
shareholder backing needed to make its 
conditional offer work. 
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Ask me no questions 


Grey market dealing prompts stock exchange probe 


he drama over Paul Y is notable not 

only for the rough and tumble tactics 
employed, but for the launch of an un- 
usual investigation by the Stock Ex- 
change of Hongkong into the grey-mar- 
ket dealing of suspended Paul Y shares. 

The inquiry, which is at this point 
seeking to match up stock traded with 
their buyers and sellers, may bring to 
light just how wantonly the grey market 
is being used in takeover battles. It may 
also be an indication of Stock Exchange 
chief executive Robert Fell's determina- 
tion to drop a marker on future dos and 
don'ts before he steps down. 

Then again, it may not amount to 
much at all. The narrow nature of the ex- 
change's query to a dozen or so members 
— asking them simply to confirm or 
deny whether they were “quoting” on 
the grey market while Paul Y was sus- 
pended — will presumably result in a 
flurry of denials. Unless the stock ex- 
change is inclined to engage in serious, 
potentially embarrassing detective 
work, it will just have to take members 
on their word. 

Two firms that played a major role in 
the Paul Y affair and, according to well- 
informed market sources, engaged in ag- 
gressive dealing shortly after the sus- 
pension was lifted, have already given 
their answer. They are Chin Tung 
Securities, a Standard Chartered Bank 
subsidiary, and BT Asia Securities 
Ltd. 

Standard Chartered is acting as an 
adviser to the Lau brothers in their bid 
to maintain control of Paul Y. BT Asia is 
advising Hysan. According to a senior 
BT Asia official, the firm told the ex- 


| 


change that it had not dealt in the grey 
market. So too did Chin Tung, accord- 
ing to managing director Raymond Lai. 


, “We didn't deal in any Paul Y shares 











while the stock was suspended,” he told 
the REVIEW. 

Despite such denials, it appears clear 
that some pre-arrangement of pricing 
did take place prior to the flurry of 
trades that accompanied the re-listing of 
Paul Y on 18 August. Some 4.9 million 
shares changed hands in special lots at 
HK$2.10; one late-afternoon transac- 
tion that day for a whopping 11 million 
shares — representing some 5% of Paul 
Y's issued capital — took place at 
HK$4.10. In comparison, Paul Y's listed 
price during the trading day maintained 
a HK$3.20-3.95 range. Unlike the 
HK$2.10 purchases, open market trad- 
ing took into account Hysan's HK$3.50 a 
share offer. 

If during this period parties friendly 
to the Lau brothers were able to gain an 
insurmountable advantage, it would not 


| be much of a surprise. According to one 
| long-time market watcher, grey-market 


dealing is not regarded as unethical or 
immoral by many Hongkong broking 
houses — despite the negative implica- 
tions for small shareholders and despite 


| the fact that it is illegal. Grey-market 


dealing in Hongkong blue chips was ram- 
pant during the four-day stock market 
suspension last October. In the past, the 
Lau brothers have allegedly gained ad- 
vantages through the practice, both in 
the case of their successful takeover of 
Chinese Estates and in their unsuccess- 
ful run at Hongkong and Shanghai 
Hotels. — Jonathan Friedland 








withholding of a tax cut in this budget. Good as 
the performance was, he said, caution was still 
necessary to allow further time for economic 
growth, which he forecast at about 3.5% for next 
year, the same as in the current period. 

The core of Labor's stategy is quite clear and 
— to critics — quite cynical. The promised per- 
sonal tax cuts will come on 1 July next year, to 
achieve maximum advantage for the next elec- 
tion, due by the end of 1990 but possibly sooner. 
And the crux of this strategy is still a wages policy 
Labor believes only it can deliver, depending as 
it does on the cooperation of the Australian 
Council of Trade Unions ( ACTU ). 

A more important event for Labor than this 
budget occurred on 12 August, when the Concili- 
ation and Arbitration Commission (CAC) an- 
nounced its decision on the current round of 
wage negotiations. In response to the ACTU de- 





straint, the CAC tied all wage awards to evidence 
of individual unions Vice ae in principle an end 
to restrictive practices which affect productivity. 

The ACTU agreed in principle — though in- 
dividual agreements still have to be worked out 
and approved by the CAC — thus showing that 
the unions’ “contract” with the government is in- 
tact and apparently still enforceable. To further 
ensure this, Keating made it clear in his budget 
that the level of his promised tax cuts still hinged 
on acceptable levels of wage increase in the 
meantime. 

What his critics were quick to point out was 
that in all his self-congratulatory words, he 
ignored the accusation that by postponing tax 
cuts and allowing wages to rise while still refus- 
ing to link tax brackets with inflation, he will 
reap a A$3.5 billion tax bonus, almost half of 
which will be accounted for by taxpayers mov- 
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ing into higher tax brackets without taxes appearing to 
have gone up. 

He also did not refer to the fact that much of Australia’s 
present buoyancy is due to commodity price increases, over 
which he has absolutely no control. 


mand for a 6% increase in national wage levels in two parts, 
the CAC recommended a 3% first stage followed in March 
next year by a flat A$10 — which averages out at around a 
total of 5.2%. 

But more importantly for Keating's stragegy of wage re- 
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‘Paul Handley in Bangkok 
ai conglomerate Italthai is planning 
to float three-group companies on 
e Bangkok stockmarket, following 
he successful listing of subsidiary 
Oriental Hotel earlier this year. First of 
the new offshoots to come to market 
will. be Italthai International Hotel 
| GIH), owner of Bangkok's Royal Or- 
| hid Sheraton Hotel. Two other issues, 
-| Orchid Lodge and Siam Machinery and 
||. Equipment, could come in 1989. 
(do The timing of the listings, however, 
| is not yet set, according to Italthai 
_| Holding Co. managing director William 
_ Zentgraf. HH should be ready for flota- 
tion by the beginning of October, but 
| the issue could be delayed if the 
| Bangkok market continues to be weak. 
^1. HH hopes to raise about US$10 mil- 
.| lion by floating new shares equal to 20% 
_ | of capital, though this could be held to 
.| just 10% if the market appears too soft. 
| The minimum float needed to list on the 
| Securities Exchange of Thailand's sec- 
| ond tier is 10% of equity. 
|] . -Italthai’s more than 20 companies in 
.] construction, hotels and real estate, 
| trading and manufacturing last year 
- | grossed Baht 4.9 billion (US$192.2 mil- 
| lion), making it one of Thailand’s top 
OE conglomerates. So far Oriental Hotel is 
He only listed member of the group. 



















Another Thai hotel company to float its shares 


The 780-room Royal Orchid has 
been a prime beneficiary of the Thai 
tourism boom. Located on the Chao 
Phraya River near the Oriental, the 
hotel ranks at the lower end of the first- 
class category, and draws a large 
amount of business from flag carrier 
Thai International, its major sharehold- 
er, with 30% of the equity. Other major 
shareholders are Italthai Holding Co. 
(25%), the Crown Property Bureau 
(7.5% ), Siam Commercial Bank (7.5%), 
Hongkong Land (1576) and, indirectly, 
the Hongkong and Shanghai Banking 
Corp. (1576). 


B ut the Royal Orchid is carrying 
some Baht 600 million in accumu- 
lated losses — enough to wipe out regis- 
tered capital — left over from the reces- 
sion years of the Thai hotel business in 
1983-86. A subordinated loan from 
shareholders is being used to help re- 
capitalise retained losses and the hotel 
expects to return to profitability this 
year, with a full-year result of about 
Baht 100 million. Occupancy is 93% , up 
from 80% in 1987, and at mid-July sales 
were up 40% , according to company fig- 
ures, Turnover is projected at Baht 670- 
700 million, up from Baht 505 million in 
1987 and Baht 375 million in 1986. 


: "What price scarcity? 


Y A convertible bond issue tests foreign interest in South Korea 


_ By Mark Clifford in Seoul 

Qachan Media Corp., one of the 
| WF world's largest video-tape makers, 
. plans to raise US$30 million in a Euro- 
- convertible bond issue next month. The 
aggressively priced issue, only the fifth 
such offering by a South Korean com- 
nies, is the first by one of the country's 
'ond-tier companies. It will be a stiff 
t of the ability of South Korean com- 
nies to raise funds cheaply on the in- 
ernational market. 

_. Because the South Korean stock- 
: market is virtually closed to direct for- 
 eign investment, the few indirect equity 
: investments available to foreigners are 
rading at steep premiums to their un- 
lerlying value. Saehan Media is ex- 
pected to be issued at a 75-80% premium 
ver the underlying stock with a coupon 
-interest rate of 1.5-2%. 

. Analysts and traditional institutional 
nvestors in South Korean equity instru- 
ments are sceptical that the company 
an command such a premium. While 



















Saehan has about 15% of the world's 
market for video tape, it has few other 
products and video tape accounts for 
more than 80% of turnover. The indus- 
try is extremely price-competitive, and 
Saehan hassuffered from slipping prices. 


aehan lost Won 24.6 billion 
(US$34.17 million) during the first 
half of the year, primarily because of a 
fire at one of the company's factories. 
For the year, Hoare Govett analyst Sean 
Goldrick expects the company to lose 
Won 10.7 billion on turnover of Won 145 
billion. Saehan has also had to contend 
with an anti-dumping investigation in 
the EC and severe quality problems. 
Shipments were returned when the com- 
pany switched to a new process last year. 
Saehan has also been squeezed by the 
impact of higher wages and the appreci- 
ation of the won, which has risen almost 
10% against the US dollar so far this 
year. "They've had enough problems in 
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_ Ahead of the f flotation. IH will sell i 
both hotel and land to a new firm owned 





by current shareholders. This com any . 


will then lease back the hotel only to 
HH, which will be the listed vehicle. 
The land and hotel-owning company, 
Zentgraf adds, could also be listed. 

The pricing of the sale, and the 
leaseback agreement, will be crucial in 
determining the attractiveness of the 
listing. The group's Oriental flotation 
was done at a price that made under- 
writers balk. The Baht 5 parshares were 
floated at Baht 125 each and rose to 
Baht 190 before dropping to a Baht 120- 
130 range in late August. Several local 
and foreign brokers were very critical of 
the high issue premium. 

The 234-room Orchid Lodge in Pat- 
taya would likely follow the Royal Or- 
chid to market. Italthai might add two 
new hotel projects to the company — a 
400-600-room middle-market hotel in 
Bangkok and a tourist hotel being plan- 
ned for Krabi province, on the mainland 
opposite. Phuket Island in Thailand's 
south. Construction has yet to begin on 
either unit. 

Following that, Siam Machinery and 
Equipment Co., a metal foundry and 
fabrication company, could be offered 
to the public next year. The company 
produces parts for many of Thailand's 
car and truck assemblers, as well as Ital- 
thas own heavy equipment firm, 
Champthai. All the flotations are likely 
to attract substantial interest because of 
the lack of investment plays available in 
the hotel industry and the overall lack of 
offerings by Thai groups which are 
known outside the country. ti 


the past year to last them a decade,” said 
one analyst, 

“We were planning to punt it,” said 
an international money manager whose 
firm is one of the largest buyers of Ko- 


rean issues. “But it looks like it will be . 


too finely priced for us. I think we’ll stay | 


away from it.” 

Given the scarcity of South Korean 
equity on the international market, no 
one is betting against the stock. But the 
issue’s performance will largely depend 
on the ability and willingness of lead 
manager Citicorp Scrimgeour Vickers 
to support the issue in the secondary 
market. 

Saehan is the first South Korean com- 
pany to issue a convertible bond since 
Goldstar in August 1987. Saehan appa- 
rently got the nod ahead of larger and 
better-known companies such as Hyun- 
dai Engineeering and Kia Motors be- 
cause it will use the funds for construc- 
tion of a new plant in Ireland. The Minis- 
try of Finance frowns on raising capital 
abroad and bringing it into South 
Korea. Ministry officials concerned over 
the inflationary impact of a swelling 
money supply, may have worried that 
Hyundai and Kia were planning to do 
this. Oo 
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China trade gives a boost 


A: mid-year, most anaylsts are stand- 
ing firm in their appraisal that the 
government's forecast of 5% growth in 
real GDP for 1988 errs on the side of 
conservatism. Both the Hongkong and 
. Hang Seng banks project GDP growth 
. of around 6.5% for the year. Baring 
. Securities is slightly more bullish and 
- maintains its earlier scenario of GDP 
growth ranging from 6.5-7.5%. 
Nonetheless, this rate of growth rep- 
 resents a significant drop from the esti- 
mated 13.596 recorded last year. In 
part, this slowdown is due to the fact 
that domestic exports, traditionally 
Hongkong's main engine of growth, 
have increased at a slower rate than in 
the past few years. However, this de- 
cline has, in part, been compensated 
for by a rapid increase in re-exports, 
a big jump in tourist arrivals and 























sures and a severe labour short- | 
age. 

In 1987, domestic exports grew | 
in real value terms by 23.1%, but | 5g. 
only expanded by 8% in the first B 
half of this year. The value of 4 
domestic exports rose by 11% in | 
June over the same month last | 
year, following a 5% increase in | 
May. Exports to Hongkong’s | 
largest market, the US, fell by | 
496 in real terms in the first six | 
months of the year. This was | 
primarily due to a severe cut- | 
back in shipments of toys and | 
clothing. | 

Both the Hongkong and Hang | 
Seng banks forecast overall |... 
growth in real terms for domes- | 


| 


a projection that is in accord with 
the government forecast. Both, how- 
ever, predict a far sharper increase in 
re-exports. The goverment projects a 
12% increase in real terms of re-exports 
over 1987, while the Hongkong Bank 
sees an increase of about 38% and the 
Hang Seng Bank forecasts a 3076 in- 
crease. 

In the first six months of the year, re- 
exports grew by 4276. This sharp growth 
is due to two major factors: first, the in- 
crease in the number of local manufac- 
turers who have shifted part of their 
production to China's Pearl River Delta 
and second, the increased volume of 
China's exports and with it, the increas- 
ing utilisation by China of Hongkong's 
port facilities. 

Overall exports of goods for 1988 — 
both domestic exports and re-exports — 
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crease by 995 over 1987, 17. 4% by the. 
Hang Seng Bank and 21.1% by the 
Hongkong Bank. 
the 


Consumer spending. largest 


| component within domestic demand, 
| remained strong due to increase real 
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| growth in disposal ble incomes and a dis- 
incentive to save — the result of nega- 
tive interest rates on Hongkong dollar 
deposits. As a result, retail sales in- 


creased 1495 in volume in the first five 


months of the year. 


The incease in domestic demand fe 


sulted in an increase of 13.4% in re 
tained imports in the first half. 
trade account showed a 
HK$8.75 billion (US$1.12 billion) the 


first six months of the year, compared to 
a HK$6.23 billion deficit in the same 
period in 1987. Government forecasts: 
see a 9.596 increase in imports for 1988 | 
| while the Hongkong Bank predicts am 
increase of 22.4% and the Hang Seng | 


Bank, 17%. 


nualised average of 5.5% in 1987 
to 6.8% in the first quarter 
of this year to 7% in the second 
quarter. Prices in July rose faster 
than in previous months. In July, 
the CPI rose by 0.9% and the 


CPI rose 8% and 8.9% 
tively. 

The labour market 
tight. The seasonally adjusted 
jobless rate rose “marginally 
from 1.6% for the three months 
to February to a provisional, 
seasonally adjusted rate for 
the second quarter of 1.8% while 
the underemployment rate was 


The. 
deficit of 


remains: 















increased domestic consumption. | are projected by the government to in- | Local inflation has accelerated mhise 
Major constraints on growth are year. The Consumer Price Index = 
increased inflationary pres- p» Mire C] (e [CRM (CPI) has grown from an an- 


Hang Seng CPI by 0.1%. Come 

pared with the same month last... 
year, the CPI and the Hang Seng. 
respec 
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7o cie Dividend | | 


28 HKc 
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Group assets rose 10. 4% to HKS11 18. 2b and shareholders | 
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rings per per share rose from 36 S¢ to 41 S¢ on capital 
enlarged by one-for-five bonus issue. 
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Mandatory price cuts trimmed sales of o 
bid E gains boosted aU 


i S$553m'" 
(US$471.7m) 


Won 1,186b 
| (USS! .65b) 


| Wen 203.3b 
(US$282.4m) 


^ 
(nil) 
12.5p 
(12.5p) 
13HKce 
(11 HK) 
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Before tax and minority interests, eamings of diverted 
group were up from loss of M$12 2.3mto profit of M$17.1m. 


Profit was after idol of f57m for doubitul debts. 1 
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Company expects slower growth in second half but expects | 
to pay final dividend of atieast 26 ind 
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. US Lnd WORTH 


rupiah 
yen 

. dollar 
dollar 
rupee 
peso 
doltar 
won 
rupee. 
franc 
NT dollar 
baht 
mark 


CURRENCIES 


Previous . 
week? 


4,245 
0.583 
1.221 
6.335 
7.802 


ratet 


28. 62 
25.56 
1.913 


3 months 


agot Year agot 
1.272 
0.535 
1.243 
5.753 
7.816 
13.316 


1,670.00 


124.805 
2.584 
1.437 

17.688 
21.05 
2.0155 
733.50 
30.95 
1.418 
28.62 
25.14 
1.702 


Prime 
lending 


Australia 
Britain 
Hongkong 
indonesia 


Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 


INTEREST RATES (%) - 


1-year | 
treasury 
billis/bondst 


interbank "d 


imontht 


10.8125 
8.125 

19.50 
4.5625 


2.85 
14.05 
13.00 

4.6875 


bnieiüaik 
3 months? 
12.98438 
11.5625 
8.8125 
n.a. 
4.92188 


3.15 
14.00 
13.50 

5.00 


apie 


Interbank 
6 monthst 
13.25 
11.5625 
9.0625 
n.a. 
5.00 


3.50 
13.95 
13.50 

5.25 


3.85 
10.75 11.00 
8.3125 8.6875 
EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt | 
mom | monhe | —f@monte o 
86875 — 8.9375 9.125 E 
11.50 11.5625 11.5625 
4.8125 4.875 4.9375 
4.0625 4.125 
5.50 5.625 
12.4375 13.375 


Taiwan 4.75 
Thailand 


us 


Communist 
countries 


China 

US$ = Rmb 3.722 

HKS$ - Rmb 0.476 
Soviet Union 

US$ -Rouble 0.6321 
Laos 

US$ - New Kip 350.00 
Vietnam 

US$ -Dong 368.00 


Banknote Official 


rate 
29.50 


taka 
dollar 
US$ 

£ Sterling 
Yen 


er SDR1- US$1.28488, ECU1 —US$1.10, 
:5M$1.3045, Li HK$13.078, 
months forward: Japan Y 133. 769, 
Hongkong HK$7.8035, Singapore $$2.0178, 
TMiddierate ‘Selling rate 


Swiss Fr. 
Dm 
A$ 


*fong term 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote snog rates on the Hongkong market EEE 


** short term t offered rate 


BOND YIELDS (°%) 


Average of representative high-grade issues i : 
1 month | months} 


9.02 
9,37 
9.10 | 


COMMODITIES 


Last sale to 22 Aug. 
Previous 3months 
week ago 


430.75 460.00 


Year 
ago 


Latest 22 Aug. 


US$: 


432.25 
Domestic 


London 460.25 


New York 


7.58 
8.22 
7.73 
8.37 


3-5 yearst 
7-10 yearst 
3-5 yearst 
7-10 yearst 


97.65 
95.55 


94.00 103.50 74.55 


international 


London Ven: 


Domestic 


1,605.00 1,660.50 
1,525.25 


19.54 


1,554.50 1,140,00 


: S: - Current delivery (Aug.) 

Nov. delivery i years t 
ri yearst 
3-5 yearst 


7-10 yearst 


19.27 17.50 16.86 


Kuala Lumpur 


New York international 


52,75 
50.67 


53.28 66.38 79.65 
Dm: 


Domestic 3 


3-5 years 
10 years * 
3-5 yearst 
7-10 yearst 


Kuala Lumpur 
342.00 
344.00 


347.00 341.00 264.00 


| international 


KualaLumpur — (5) 
973.00 
1,000.00 


1,055.00 972.00 


AS: 

Domestic 3 years t 
10 years t 

3-5 years t 


7-10 yearst 


New York (4) 
10.23 
9.16 


10.77 9.49 5.70 


international 


Singapore (10) 


f 
i 
| 
a 
535.00 510.00 742.50 1,047.50 ren $ | - 
omestic years * i 
| Chicago 6 
oe " 391.60 ipod ee E | 
| 
f 
| 
| 


404.40 


379.60 346.40 274.00 


international — 3-5yearst 
Chicago (7) sea n 7-10 years? 


Domestic 


287.60 
296.60 


280.00 221.20 l 
3 years t 

10 years t 
3-5 yearst 
7-10yearst 


n.a. 
n.a. 
10.22 
10.15 


n.a. 

n.a. 
9.64 
9.74 


Bangkok 8) 


305.00 305.00 300.00 225.00 International 


Chicago $) 
871.00 
881.40 


848.40 778.60 515.60 


NZ$: 


savers ans (Aug.) 
t. deli Domestic 


3-5 years t 
7-10 yearst 
3years * 
7-10 years! 


13.39 
12.66 
13.69 
12.78 


43.4125 
| 12.6625 
13.41 
12.785 


14.40 
13.45 
17.148 
13.753 


London (1) 
888.50 
871.50 


879.00 926.50 1,249.00 


'urrent delivery (Sept.) 
; P. del livery 


internationalt 


London í 
1,039.00 SFr: 


1,055.50 


972.50 1,050.50 1,255.00 


3-5 yearst 
7-10 yearst 


4.65 
4.60 


4.70 
4.63 


4,04 


Tokyo au) 453 


14.60 ECU: 


n.a. 


14,55 
14.96 


16.45 
16.35 


18.225 
17.675 7.29 


7.78 


London an 7.23 


7.81 


3-5 yearst 
7-10 yearst 


7.28 
8.03 


(4)UScalb (5) M$ a tonne | 
Source: Telerate. 


(10) 5$ a 100 kg 


(3) US$ an oz (6) USc a 60 Ib bushel 
(NUSS abarre! Source: Telerate, Reuter. 


. ()M$ akg 
i (8) US$ a tonne (9) Me akg 


*AAA corporate ! Government 
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EFFECTIVE EXCHANGE RATES 


Weighted for 1985 ae with the panies shown plus the us and Canada and 14 European countries. Figures are for the week ended 20 August. 3 


Singapore 
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AM mem M — et — 
Maas. 
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QM... Indonesia 


(weekly values) (end month) (weekly values) 


Source: UBS-Phillips & Die 


ECONOMIC INDI AS SELECTED ASIAN COUNTIES. ; 


Economic Growth % (real) (1) 

1987 

Du 1988. 

International Reserves (5) 
Latest 


. Year earlier 
Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
..: % change previous 3 months 
% change year eartier 
Imports (8) 
i Latest 3 months 
-W change previous 3 months 
% change year earlier 
Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


95 change previous month 
 *e charge year earlier 


‘Economic Growth % (reat) (1) 
1987 

international Reserves (5) 
Latest 


ida Balance (total merchandise) 


Sb change previous 3 months 
% change: year earlier 


imports (8) 
Latest 3 months 
' % change previous 3 months 
% change year earlier 


están jonths index average 


E change previous 3 months 
55$ change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


| July 80-June 81 = 100 
179.0 


(Apr.-June) 
43.0 
349.8 


A$127 39b(10) 
(May) 
40.6 
412.4 


MALAYSIA 


US$ 22b 
US$6.97b 


* US$0.78b(4) 


US$4.08b(4) 
+28 
437.4 


USS3. “23 


9.4 
7-7.5 


e 57b 


(Apr.) 
US$12.49b 


~US$1.24b 


US$13.41b 
+35.8 
*40.4 


US$14.65b 
4938.4 
+16.7 


Sept.-Dec. 1986= 100 


Rmb 775.48b 


(Sept.) 
* 7.5/1) 
+31.2 


PHILIPPINES 


5.05 
5.5-6.5 


usso da 
US$. .47b 
~ -UsSo. 27b 
(Mar.-May) 


US$0.23b 
-US$0. 29b 


us$t .62b 


1978 — 100 
400.1 
(May-July) 
4.7 
+89 


P163,.44b 
(May) 
OF 
ES 23. 2 


13.5 
5-7 


fs.a. 


n.a. 


- US$0.89b 
(Apr.-June) 
-US$0.23b 
-—US$0.37b 


US$14.86b 
18.4 
*€27.5 


US$15.75b 
^-24.2 
+31.0 


Oct. 84-Sept. 85 100(2) 
117,0 


(May-July) 
+18 
+74 


HKS324.30b 


(June) 
4 


US$15.70b 
(Mar.) 
US$13.25b 


—US$1.18b 
(Apr. ."June) 
—US$1.05b 
-USS0.81b 


US$9.52b 
413.6 
«32.8 


US$10.70b 
413.7 
33.5 


June 82-May 83:- 100 
104.1 


mpr Pii 
+ í - 


$$37.53b 
(May) 
42.9 
* 85 5 


US$5.33b 
(Apr) 
US$6.50b 
~US$1.15b 
(Dec.-Feb.) 


-US$1.52b 
-US$1.52b 


US$3.03b 


+ 3.0 
+ 26.8 


USS4.18b 
-8.2 
d 6.8 


1960 100 
751.67 
(Jan.-Mar.j 
- 0.1 


-9.5 


Hs 1 .G4t(1 o 


(Ma 
USS3. 36b 


+ US$1.65b6) 


(Apr.-June) 
*US$1.41b 
*US$1.12b 


US$1 4. SM 


US$12,71b(6) 


+i 
421.2 


1985 « 100 
113.5 
(May iu 
i7 2 


Won 42.74t 


race 
—Ó 


-US$1.75b 
uss, 64b 
" e^ 2 


USSI 40b 
—-35.2 
~ 35.4 


D 
i 
| 
i 
i 
i 
H 
i 





Apr. 77-Mar. 78: 100. | 


310.47 
(May-July! 
+i 
RE 


Rps a 9t 


TAIWAN | 


11 
6-8 


US$74.26b 
Ap 
US$57.49b 


HUSS321b 
eye dune 

t15$1.345 
+ - US$4. Ed 


iS$15.50b 
12.0 
+420 


U5$12.29b 
-0.8 


1986-100 
100.77 
(Apr.-Junel 
UG 


i143 


NT$4.34t 


H 
i 
i 
i 
i 
i 


i 
i 
H 
H 
i 
i 
i 
i 
| 
i 
vertere 
i 
i 
1 


} 
1 
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zw 
3% 


uc "t 
M 
USS68. 79b 


«US$17, 7260) 
lApr Jurist 
HUSSIE T Tb 
LEO SH 


5$64.03016] 
428408 


LN 


USS47, 21 bié} 


(Apr. Junej 
HOLT 
OS 


Y 386,501 
(May) 
4014 


———— 


THAILAND 


——— E 


id 
wa ». 


jUSSO Sab 


USS4.256 
v4 


TOf 100 


(5) IMF definition of reservas tinue golc 


Price t A M2 or currenc bank deposits (4) Peninsular Malaysia only 
1). Official and other estimates of GOP (GNP in Japan} (2) Consumer Price ndex A (3) y pius DO: (ai E ON QE 


for Singapore (6) Customs basis (7) fob — (B cif — (9) Excluding petroleum products (0) M3 (11) % change over past 3 months 
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azy, hazy, crazy days of summer 


OST Asian markets edged lower on Wall Street’s weakness and fears of higher interest rates: Taipei con- 
1ued to break all records, while Australia rallied on pre-budget speculation. 


AUSTRALIA: Shares rallied as 
rumours ahead of the budget fuelled 
rises in the banking and transport sec- 
tors. But many investors remained 


KYO: Shares regained the losses 
ered in the previous period but 
d to break through to higher 

















ound. Institutions re-entered the 
ket. boosting  well-capitalised concerned about the outlook for in- 
ares like Kawasaki Steel, which terest rates and inflation. Adelaide 
ined Y37 (28 US cents) to Y 769. | Steamship, a holder of bank scrip, rose 
anouchi gained ¥70 to *4,050. | 30 A cents (41 US cents) to A$7.50. 
iover was a lacklustre 719m shares Talk of an oil-tax cut boosted transport 
ay, worth Y 892b. firm TNT 19 A cents to A$4.87. 
NGKONG: A lack of market-affect- NEW ZEALAND: A sharp recovery in 
ig news and a fear of higher interest the price of second-biggest company 
tes sent prices lower in thin trading. | Goodman Fielder Wattie following a 
' Hang Seng Index dropped 36.49 to hiatus in its bid for British baker Ranks 
,364. 14. Brokers said the market was Hovis McDougall helped lift the mar- 
kely to drift below 2,500. Hutchison ket. Overseas buving also ng ease: 
fell 20 HK cents (2 US cents) to prices. Fletcher Challenge fell 11 NZ 
K$8.75. Hang Seng Bank shed 95 | an ! | cents (7 US cents) to NZ$5. Brierley 
HK cents to HK$29.30. Volume was C AM LANE j| | was unchanged at NZ$1.55. Volume 
1.54b shares, worth HK$2.62b. 89 ND JFMAMJJA was 44.48m shares, worth NZ$57.88m. 
SINGAPORE: Prices fell for the sec- | SEOUL: The market lost 11.3 points, 
ond period running, reflecting weak | most of it on the final day of the period 
|| Overseas markets. Traders also turned as North-South parliamentary talks 
| cautious in anticipation of national collapsed. Steel shares led losers, de- 
| elections. Great Eastern Life jumped clining 4.1%. with Posco off 5.9%. 
| S81.80 (88 US cents) to S$19.90, after Securities shares dropped 3.4%, with 
|| announcing a higher interim dividend Daewoo Securities down 4.2%. Vol- 
| and a three-for-five bonus issue. Daily ume was flat, with 11.1m shares a day 
-| volume averaged 38.36m shares, worth changing hands on turnover of Won 
| $$62.78m. | 199.6b (US$277.2m). 
^ KUALA LUMPUR: Prices slipped in TAIPEI: The market spiralled to rec- [777 aa 
listless trading. Caution was exacer- ord levels as new investors continued |^" Weighied ine 
bated by the 17 Aug. dissolution of Sin- to enter the fray. The weighted-price [1009/7 ^ 
gapore's parliament in anticipation of index gained 914.8 points. Govern- | amo 
general elections. Malayan United In- ment moves to limit margin financing | 
dustry, which suffered a 92% drop in | Stalled the market briefly on 20 Au- 
pre-tax earnings last vear, slipped 15 M | gust. Average daily turnover was 
cents (6 US cents) to M$1.90. Dailv | NT$33.90b (US$ I. 18b). First. Com- 
volume dropped to 21.31m shares | mercial Bank rose NT$162 to finish the 
orth M$31.61. | period at NT$1,050. 
BANGKOK: Only five counters made BOMBAY: Sustained institutional sup- f 
15 as the market had one of its worst | portsteadied the market. The resump- 
'riods in months because of rising in- | tion of normal two-hour trading fol- 
rest rates. The SET Index fell 21.18 | lowing a settlement of the wage dispute 
432.52, Thinlv traded Thai Rayon | between brokers and employees also 
mped Baht 212 (US$8.31) to Baht helped sentiment. But many small in- 
9. Charoong Thai gained Baht 100 to vestors remained on the sidelines. Cen- 
aht 609. Charoen Pokphand Feedmill | tury Textiles gained Rs 40 (US$2.82) to 
ed losers, falling Baht 12.50 to Baht | Rs 922.5. Bajaj Auto rose Rs 7.50 to Rs 
4. | 68.75. 
| W 
MANILA: Special sales in the commer- | NEWYORK: Share prices edged lower 
al-industrial section and a late surge on concern about the outlook for in- 
by oil stocks after optimistic drilling re- terest rates and the economy. The Dow 
rts boosted turnover. Prices, how- Jones Industrial Average finished 
er, remained generally weak. The below 2,000 on 22 Aug. for the first 
anila Composite Index ended 4.22 time in nearly three months. Trading 
ower at 797.03 points, after rising to was light. Volume totalled 716.73m 
24.52 in mid-period. Turnover aver- Shares. The Morgan Stanley Capital 
ed 1.22m shares, worth P104.5m International Index finished 0.1 lower 
US$4.93m). at 443.3 on 19 Aug. 
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The familar star of National 


Australia Bank is already in 
twelve Asia/Pacific countries, 

- including 1450 branches and 

_ offices throughout Australia and 
: New Zealand. 

t One ofthe main reasons 

: why we are Australia's fastest | 
-growing banking group isour — 
-commitment to providinga - 

2 complete range of financial 

. Services. 
-..... These include: 

i dvice on business 

ortu ities in Australia 










Zealand, (National Australia Bank XN 


esia, Telex 44749 NATAUS. People's Republic of Chinz 
‘Telex 22166 BANK SP. Other Global Representation: Unite 
Bank, Northern Bank), Republic of Ireland (National Irish Bank), 


exchange services 

* International trade finance and 
settlement services 

* Deposit taking in all major 
currencies 

* Term loans and project finance 


E Corporate advisory and 


acquisition services 


_ + A comprehensive stockbroking 
| Service | 


. — services 


aiio mal Australia Ban tame ted a“: S 








Melbourne, Telex 30241 NATAUS. Hong Kong, Telex 75315 NATHK. Singapore, Telex 21583 NATAUS. Japan. 
ed Telex d 21776 NATAUS Led et oe 








e«Afullrange of foreign WG 


es o ^ eerie Unit ted Kingdom. ( National Aans Ba ank, Clyd 
"edere l Republic of of Germany, Greece. 














e Correspondent banking 
Services ' 
National Australia Bank, wii 
over 150 years experience and 
ranking inthe world's top 100 
banks by assets, has both the 
expertise and the resources to 
meet all your T require- 
ments. Talk with our POM : 
ofthe offices listed ees W ar d 
you'llsoon see why we' re starring 
allover the Asia/Pacific region. 
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Telex x 28844 1 NĀ 
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AD OF ASIA AND PACIFIC REGION 
sty International (Al) needs a Head of the Asia and Pacific re- 
on of the Research Department based in London. The work of the 
epartment includes investigating and documenting human rights 
ations in the region and preparing initiatives to be taken by Am- 
esty International in relation to prisoners of conscience, trial proce- 
ires, the treatment of prisoners and the death penalty. 


The Head of Region supervises some 24 staff on strategy and 
techniques for action and research; approves texts and actions pre- 
pared by the research staff; advises on policy matters; and has im- 
mediate responsibility for various administrative, budgetary and per- 
sonnel matters. 


Candidates must have sound political judgment and extensive 
knowledge of the Asia and Pacific region, with a specialist know- 
edge of one sub-region. Experience or demonstratable ability in 
‘Supervising specialist staff is necessary, as is the ability to communi- 
ate well in English both orally and in writing, and to represent Al ex- 
rnally. Knowledge of an Asian language and/or another European 
nguage would be an asset. 


SALARY Startsat£15,987 per annum, rises to £19,297 per annum 


CLOSING DATE FOR RECEIPT OF COMPLETED 
APPLICATION FORMS 30 SEPTEMBER 


INTERVIEWS SCHEDULED FOR WEEK COMMENCING 

24 OCTOBER 1988 

or further information and an application form, please contact Per- 
onnel Office, Amnesty International, International Secretariat, 1 
‘aston St., London, WCIX 8DJ, United Kingdom, Tel: (01) 837 3805 
24 hr ansaphone) 













amnesty 
international 














Department of Development 
STATE OF WISCONSIN (U.S.A.) 


ill shortly contract TRADE PROMOTION DIRECTORS at TOKYO 
Id SEOUL. Director for Japan full-time, for Korea part-time. Each rep- 
esents the State in all aspects of export promotion, and reverse investment. 
eed full knowledge, long experience (at least 3 years at senior level) ot 
ome country business practices, familiarity U.S. business, fluent English 
nd Japanese or Korean. Directors provide office and staff. Request for 
pplication must be received by September 6, 1988, from: FA X (608) 267- 
829, Phone: (608) 266-1480, Mail: Box 7970, Madison, WI 53707. USA, 
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WORLD TRADE 
CONTACTS DIRECTORY 
Published Sept 1, 1988 the 1988 World 
Trade Contacts Directory features over 
50,000 leading exporters world-wide in over 
250 product line categories. US$1 10 includ- 
ing delivery. World Information Network, 
462 S. Gilbert Rd. #784FE, Mesa, Arizona 
85204, U.S.A. Phone (602) 835-1004. 













DIPLOMAT HOTEL | 


CHESHAM STREET 
BELGRAVIA 
ONDON SW1X 8 DT 
= TEL: 01-235 1544 
EX:9226679 DIPLMT G. 
-. Single: £49.95 + VAT 


























- Double/Twin: £64.95 + VAT If you have something 
rooms with private facilities, col- ; aUi 
evision, direct dial telephone, . to say... say it 
, coffee and tea makers. in the Classifieds! 


i breakfast served in 































industries. 


experience. 
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BUSINESS OPPORTUNITIES 
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HONOLULU, HAWAII 
Franchised retail/wholesale 
donut business with over 90 
excellent commercial accounts. 
Buyer will receive comprehen- 
sive training & continuing sup- 
port from the franchisor. Confi- 
dential Memorandum prepared 
by international accounting firm 
is available on request. 

FRANCHISE NETWORK 

INTERNATIONAL 

1314 S. King St., Suite 407 
Honolulu, Hi 96814 U.S.A. 
Tel (808) 524-5065 
FAX (808) 524-5105 


ATTENTION IMPORTERS! 


COTTON TEXTILES AND COT- 
TON YARNS FOR YOUR RE- 
QUIREMENTS. 

CONTACT: ABDUL SATTAR 
AZIZ. POST BOX 5075 KARA- 
CHI 2 PAKISTAN TELEX: 24833 
ASACO PK. 
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Deputy Director Asia-Pacific Region 


Metro International Corporation, a growing American 
manufacturer of material handling and transport 
equipment, seeks an experienced professional to serve as 
Deputy Director of its Asia-Pacific Regional Office with a 
primary emphasis on sales to the catering and healthcare 


Metro International Corporation 
Wilkes-Barre, PA 18705, U.S.A. 
FAX: (717) 825-2852 * Telex: 831-833 





. vitation contained in any a 





Five years direct experience in the catering and/or 
hospital equipment sales fields is essential. Preference 
will be given to individuals with multi-lingual and multi- 
national sales skills and demonstrated experience with 
U.S. companies serving Southeast Asian markets. 
Extensive travel is required from a base in a major Asian 
city. Liberal benefits package, salary based upon 
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tisement. The Far Eastern Eco- 
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accepting or offering to gd anin- 
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ment published in the Review. 
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Or it was a Ming dynasty retreat 
| for aspiring mandarins preparing for 
gruelling imperial exams. Today Nan- 
gings Fuzimiao old-world tourist cum 
shopping centre is a source of architec- 
tural creativity in a Chinese landscape 
> of dour and socialist constructions. 
Increasingly . affluent shoppers 
throng the cramped lanes. Although the 
. articles on sale, in particular the cloth- 
ing, appear dated compared to chic 
Shanghai or roaring Canton, the pri- 
= vately managed businesses are consi- 
-dered to stock the latest and trendiest 
.. goods in Nanjing. 
35] Fuzimiao's history is a microcosm of 
. | the roller-coaster fortunes of China gen- 
| erally. It was originally a nucleus of 
| three temples — the name itself means 
-- the temple of Confucian scholars. It de- 
veloped as a quiet and convenient 
- waylay adjacent to the local imperial 
-. grounds for local bureaucrats, scholars, 
-intellectuals and other learned hopefuls 
-who flocked to the regional capital an- 
|. nually to sit for the prestigious nation- 
|. wide civil service exams that could even- 
tually yield a place at the Emperor's 
court in the northern capital, Peking. 
To have any chance of passing the 
exams, preparations were laborious, 
- and aspirants had to devote themselves 
to full-time study, giving up jobs or 
money-making enterprises — (unlike 
_ | todays China where getting rich is 
| meritorious, while scholarship goes un- 
- acclaimed). 
|. By royal decree, the examinees were 
-|> allowed to bring wares tax-free into the 
|. city to sell in order to have something to 
" 4> live on — usually a pittance. Otherwise, 
| they would have had to deal with a 
| whole gauntlet of tax collectors who 
charged for using the private roads and 
- bridges into the city. To 
. denote their tax-free 
= status, examinees dis- 
© played red flags. The 
|. bric-a-brac they sold 
tended to consist of 
books, paintings, and sun- 
dry stationery, such as 
brushes, ink, and paper, 
then made by hand. This | 
. helped to define Fuzi- 
- miao's legacy thereafter 
as a bohemian area — as 
much as a medieval Chi- | || 
nese place can be. Art- | 



































-~ ists, including painters, 
| poets and musicians, gf 
mixed with the scholars. — 

As the imperial body 
politic declined, acceler- 
ated by factional in-fight- 
ing, corruption and in- 
trigue, so  Fuzimiao's 
scholars and artists gave 
way to the Jinnus — 
prostitutes. 

The southern side of 
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| Shop exteriors resembling medieval Chinese dwelling. 


R FROM FUZIML 


dering river. A favourite past-time of 
the well-to-do gentry was to sail along 
the rivers, especially during the summer 
as it was one of the few ways to ease the 
oppressive heat. It also allowed those 
with the assets to flaunt their wealth. 
The Jinnus set up shop with their prem- 
ises facing the river — serving the same 
purpose, albeit more discreetly, as the 


window shops of many a red-light dis- | 


trict in Europe today. Junks would wait 
as client and Jinnu did their business. 


The Jinnus stayed long enough to see | 


Fuzimiao, and much of Nanjing, razed 
to the ground when the Japanese em- 
barked on their conquest of China in the 
late 1930s. Fuzimiao’s destruction, 
however, was lost in the greater human 
tragedy. when more than 300,000 
people were slain by the Japanese forces 
in the Rape of Nanjing in 1938. 

In 1949, after imperial traditions be- 
came anathema in Mao Zedong’s re- 
public, Fuzimiao's legacy seemed de- 
stined to be heading for the rubble-heap 
of history. Little attempt was made by 
the authorities to rebuild it, and what 
redevelopment did take place turned 
Fuzimiao into yet another unremarka- 
ble residential area. 


ut in 1981, tentative beginnings 

were made by Nanjing's urban plan- 
ners to restore Fuzimiao to its former 
glory. An architectural research group 
from the Nanjing Institute of Technol- 
ogy was given the task of assisting in de- 
signing the projects, beginning with the 
construction of replicas of the original 
three temples. This first stage took 
three years. 

At around the same time, the na- 
tional tourism and urban planning au- 
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Fuzimiao rests on the banks of a mean- 


thorities in Peking decided on an am- 
bitious nationwide programme to re- 
build important historical centres, in 
part to restore a sense of traditional 
Chinese identity in the drab monotony 
of the urban landscape, but more im- 
portantly to improve the tourist poten- 
tial. Fuzimiao was Nanjing's choice. 

The national authorities contributed 
nearly Rmb 90 million (US$24.18 mil- 
lion) for the construction of the shop- 
ping centre, and cleaning up the pol- 
luted, foul-smelling river. 

The shops' exteriors were faithfully 
recreated in accordance with traditional 
styles: red pillared columns buried into 
flaking white-washed walls, framed by 
lattice doors and windows, and topped 
by sharply curving, slated roofs that re- 
semble wind-wrecked, inverted umbrel- 
las. The overall effect architecturally 
conveys a general sense of what the 
medieval Chinese town-dweller's 
habitat would have been. 

Fuzimiao was voted as the best of the 
historical remodelling projects. By con- 
trast, Peking’s Liulicheng has been criti- 
cised as an unappealing and expensive 
trap for foreign tourists, and is avoided 
by locals. 

Fuzimiao is one of the better exam- 
ples of what Chinese ar- 
chitects can do when al- 
lowed. Unlike the austere 
and uniform phase of 
“socialist” architecture 
that was followed so rigid- 
ly — with little reference 
to traditional Chinese in- 
fluence — in the Maoist 
past, Fuzimiao repre- 
sents something of a re- 
turn to classical styles, 
though adapted to mod- 
ern conditions. Develop- 
ments such as Fuzimiao 
hint at an emerging 
trend where Chinese ar- 
chitects are being given 
more freedom to plav 
with ideas. And more in- 
dividuality and creativity 
can only be good in a so- 
ciety whose buildings, 
once widely admired for 
their grace and form, are 
now so grey and ugly. 

— Tai Ming Cheung 
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No matter how long you age ordi- 
nary Scotch, it will always be ordinary. 

Which is why the words “12 years 
old" ona label aren't nearly as impressive 
as the words “Chivas Regal.” 

After all, since 1801, Chivas Regal has 


been made from the prize whiskies of 


not just how long you ag? it. 
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such legendary Highland distilleries as 
Strathisla—one of Scotland’s oldest. 
In fact, Chivas Brothers meticulously 


selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 

All of which helps explain why many 
Scotches can carry the words "12 years 
old? But only one can carry the words 
“Chivas Regal.” 
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Go for the Gold! 


Goldstar knows how to win. of the Games faster and 
Our team has met the chal- more efficiently than ever 
lenge of the before. 

'88 Seoul We're an 
Olymptcs, international 
supplying winner in the 
highly- field of elec- 
sophisticated tronics, put- 





electronic ting our 
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tions equip- to work 
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14” color portable TV with remote contro! 


Join the winning team. 


Go for the Gold! 


sA GoldStar 


The brightest star in electronics. 
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You're a businessman and in a 
hurry. 


That's where the Regal Airport 
Hotel gives you a big edge. You 
won't waste time getting to Or 
from flights. Room check-in is just 
a three-minute air-conditioned 
walk away. 


If your time is precious, stay at 


the Regal Airport Hotel! 


As the gateway to your next 
destination we will make sure that 
you get there — on time. 


REGAL AIRPORT HOTEL 


HONG KONG 


A REGAL. INTERNATIONAL HOTEL 


For reservations, call your travel agent, Utell International, any major airline or the hotel direct 
Hong Kong International Airport, Tel: (852) 3-7180433, Tix: 40950 HOMRA HX, Fax: (852) 3-7992503, 
SITA: HKGRHHL or HKGUFCX. Member of SITA/SAHARA Reservation 5ystem 





Goodbye freedom 


The events that have taken place in 
Malaysia over the past 20 months or so 
have been disturbing, to say the least: 
bitter political battles, lawsuits, demon- 
strations by extremists, mass arrests, 
detentions without trial, suspension of 
judges. Something is wrong in our coun- 
try. It is time for ordinary people to 
analyse what is happening. 

I speak not from behind the immun- 
ity of parliament, nor am I an anti-gov- 
ernment activist. 

Malaysia, today, is run by one man 
— forget the officials, forget Umno, 
forget the cabinet and forget parlia- 
ment! Mahathir is the undisputed rul- 
er: 

What we have today is a climate of 
fear. The draconian Internal Security 
Act looms over us. We are afraid to 
voice our opinions about what is hap- 
pening. We are afraid to stand up for 
our rights. 

Genuine critics of the government 
have either been detained or silenced. 
Pressure groups have adopted a more 
cautious approach. Once-liberal news- 
papers have now adopted a mild tone; 
the mass media have become a govern- 
ment morero: The mass media are 
so biased that even Tunku Abdul 
Rahman, the founder of independent 
Malaysia, is blacked out. Is it any won- 
der then, that people are turning to the 
foreign media? 

The other coalition parties in the rul- 


ing National Front, the Malaysian 








Chinese Association, the Malaysian In- 
dian Congress, Gerakan and others, are 
equally guilty. 

There appears to be no one to check 
these excesses. Every individual or or- 
ganisation which has stood up against 
Mahathir has been attacked — either 
through being jailed, threatened or 
humiliated. 

Our hereditary rulers seem helpless. 
Mahathir made sure of this with the con- 
stitutional amendments of 1983. Parlia- 
ment consists mainly of yes-men, who 
have no concern for the people nor the 
country — the speed and ease with 
which drastic amendments to the con- 


| stitution are made bear testament to 








this. Of the rest, some are being held in 
detention without trial. 

The judiciary, once the pride of our 
country, is now emasculated. It is no sur- 
prise that after former president Tun 
Mohamed Salleh Abas and the five Su- 
preme Court judges were suspended, 
more, if not all, cases are being decided 
in the executive's favour. 

History is littered with deposed dic- 
tatorial regimes. It has happened to the 
Shah of Iran and Marcos, it is happening 
in Burma. And if present trends are not 
halted, it could happen in Malaysia. 
Kuala Lumpur ‘A Malaysian’ 
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A perfect flight starts with a perfect 
organization. 
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“The Olympic 
*.. X motto 1s ‘faster, 

' PNA stronger, higher: 
S Vus [BM helps us 
3 achieve that 
! in management 

of the Games.” 


—— Kim Ock Jin 
Vice President and Secretary General 
Seoul Olympic Organizing Committee 
Seoul, Korea 





















tion, 1/1,000th of a 
, difference between the 
silver. At the Summer 
| this year, athletes will try 
to perform d etter and faster than ever 
before. The world will be watching. 
Split-second. timing i is also critical to the 
Seoul Olympic Organizing Committee 
LOO. which 1 anag the Games. 


“One of IBM's strengths 
is its participation in 
other Olympics. With that 


experience, they give us 








expertise and support.” 


.. This year, because of improvements in the 
-: computer system used to record event 
results, the world will get information from 
the Olympics faster and more accurately. 
Like all successes at the Games, the system 
required a real team effort. IBM was one of 
the players. 


More than five years ago, IBM Korea began 


| working with SLOOC and some of Korea's 


most advanced software developers to plan 
- the Olympic system. IBM experts who had 
ec helped with previous. Games were brought 





E Hin to offer support. Together, SLOOC, the 
software groups and IBM used the 2 stem to 





























resources to pn te a global 
automate all aspects of the Seoul Games — 


from registration and housing of athletes t to 
ticketing and scheduling of events. 


Keeping with the spirit of the Games, the 
Seoul team sought new heights in designing _ : 
the system. Now for the first time in the. — 
Summer Olympics, computers will be linked 


“With the IBM system, 
results will be available 
faster. Everyone will 
receive in formation 
simultaneously." 





s eR ere, 


to timekeeping devices. Finishing times will 
be entered into the system immediately, and 
officials and worldwide media will get 
rankings twice as fast as before. Thanks to 
the teamwork of SLOOC and IBM, everyot 
at the Olympics this summer will be seeing. 
better results. 
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Le Meridien 


seclusion and 
luxury come 
together. 


A secluded tropical hideaway 
on a glorious private beach. 
And a truly deluxe hotel, 
Thai in architecture, 
yet distinctively French. 
With delightful Continental 
and Thai cuisine. 
Impeccable service. 


And much more. 
Le Meridien Phuket. 


Le 
MERIDIEN 


PHUKET 


For reservations, contact any Meridien Hotel, 


your travel agent, 
or Meridien Reservations International 
at Hong Kong 852.3.66.99.96; 
Singapore 65.733.28.78; 
Tokyo 813.475.23.64; Sydney 612.235 11.74 
or Le Meridien Phuket, Tel: (076) 321.480/ 
Tix: 69542 MERIHKT TH. 





Portrait of an artist 


Nick Seaward's article on Malaysian art 
[WHERE TO PUT YOUR MONEY, 25 
Aug.] gave an incomplete summary of 
the late painter Yong Mun Sen's (not 
Sun) work. Only his water colour land- 
scapes were mentioned. What was 
unique about Yong was that he painted 
like Gaugin (a man he never knew and 
whose work he never saw) during the 
1920s when even Gaugin was relatively 
unknown in Asia. 

Yong was born in Kuching, where he 
began painting before leaving for Singa- 
pore and then Penang. He lived a life of 
poverty while striving to paint, an occu- 
pation that was often frowned upon in 
the Straits Settlement community. 
Yong, who was self-taught, painted oils, 
portraits and impressionist work on 
Malaysian life. The artistic and geo- 
graphic scope of his work should give 
him pre-eminence among regional art- 
ists. But because of ethnic and political 
reasons, his work is under-rated, and 
he is better known in Peking. Tai- 
pei and London than in his own coun- 
try. 


Bangkok Cimi Suchontan 


Burden of idealism 


Current international developments 
seem to indicate an imminent return of 
the US to Southeast Asia in a more ac- 
tive role. Talk of humanitarian aid to 
and, ultimately, renormalisation with 
Vietnam is becoming more urgent due 
to Vietnam's disastrous economy. But 
the US should not forget its democratic 
idealism. 

In 1986, the US State Department 
gave an estimate of 90,000 political pri- 
soners remaining in  "re-education 
camps"; Amnesty International put it at 
60,000. These prisoners are being de- 
tained without trial at more than 150 
"re-education camps” scattered 
throughout the country. Early this year, 
it was reported that Hanoi released 
6,000 prisoners, claiming only 5,000 
were still in prison. This, curiously, con- 
tradicts Hanoi's 1987 figure which puts 
this number at 900. 

Despite the current regime's pro- 
claimed glasnost policy, news from the 
boat people indicates that there has not 
been any fundamental change in Viet- 
nam's totalitarian government ap- 

aratus. Religious repression and 

uman-rights violations are as rampant 
as ever, More than a thousand religious 
leaders, writers and journalists re- 
DM indefinitely imprisoned without 
trial. 

Today, persecution of both southern 
and northern writers, journalists and in- 
tellectuals still continues. After several 
arrests and rearrests, in April this year, 
writer-journalist Duong Hung Cuong 
was tortured to death during an interro- 
gation session in a Ho Chi Minh City 
jail. In the same month, Prof. Doan 


Quoc Sy, also a well known writer 
and reporter, was sentenced to nine 
years in prison together with five 
others. 

The most heart-breaking story is that 
of the desperate plight of the poet 
Nguyen Chi Thien. After 20 years spent 
in various prisons in North Vietnam, he 
was pardoned in July 1978. In April 
1979, he ran into the British Embassy in 
Hanoi with a manuscript which was 
later sent to the US and translated into 
English under the title Flowers from 
Hell. These haunting and memorable 
poems won him the prestigious Rotter- 
dam Poetry Prize in 1985. As for the fate 
of the poet: he was arrested im- 
mediately after the incident at the 
British Embassy, and is rumoured to 
have died this year. 

Helping a starved nation is a must for 
the conscientious people of the free 
world, but there must be ways to 
guarantee that humanitarian aid goes 
directly to the needy, and not as ameans 
to replenish the government’s political 
machinery. There is a great deal the free 
world can do to improve both the eco- 
nomic and social situations in Vietnam. 
But to ignore the systematic violation of 
human rights and focus only on eco- 
nomic aspects, would in effect prolong 
the suffering of millions. 

Delaware, US Quoc Anh Nguyen 


Forgotten mistakes 


The world now knows there is more 
bothering the Singapore Government 
than just a dislike of Dow Jones & Co. 
And now Singapore is the target of criti- 
cism and scolding from — some would 
say the country that does it best — the 
US. But in its haste to expose the mis- 
takes and misjudgments of others, the 
US has forgotten its own. 

For it was the US that at one time 
was preoccupied with subverting com- 
munist plots, subjecting innocent citi- 
zens (not unlike Francis Seow) to inter- 


rogation. 
It was the US that detained some 
120,000 innocent, loyal, Japanese- 


American citizens of its own once. It 
also, not so long ago, denied the basic 
right of participation in its political sys- 
tem to certain citizens. 

Of course, this is not to say that in- 
timidation tactics and the denial of 
rights are necessary evils in cultivating a 
nation. On the contrary, they are steps 
backward for a nation like Singapore 
that has achieved so much economi- 
cally, socially, and culturally for itself 
in such a short time. 

But it is to say that perhaps nations 
and the people that build them are more 
alike than they are different. It is to say 
that Americans and Singaporeans both 
would like to think better of their coun- 
tries sometimes. It is to say that maybe 
Singapore can learn from some of the 
US’ mistakes. 


San Francisco C. S. Futa-Maslanik 
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To Europe via FRA. 
The reception couldn't be better. 


Of course, you wouldn't be expecting full 

VIP treatment when your components, 

receivers, hifi systems and so on touched 

down on European soil. But what you would 

expect in Frankfurt - and we can assure you 

of it — is that your freight would be met, col- 

lected and treated with the utmost care and 

attention, not to mention speed. And from 

Frankfurt — Europe's No.1 airfreight hub — 

230 flights set out daily to service almost f A . 
every corner ofthe continent.Ontopofthat, Frankfurt: Right on target 


Frankfurt Main AG 





In banking, 
as in art,a clear 
concept 
can make all the 


difference. 


The Dutch artist Mondnaan spent 
more than 20 years refining astyle of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 


ing. As the Dutch economy and 
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industry grew, so did Rabobank, be- 


coming the largest domestic bank. 
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Today, with total assets of US $ 75 


Tableau 1. Mondriaan, 1921, Museum Ludwig, Cologne. 


billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 


around the globe, active in financing 


habobank agribusiness, commodities and in 
The Art of Dutch Banking 


every aspect of international bank- 


Singapore Branch, 50 Raffles Place 30-01, Shell Tower, Singapore 0104, i f] wn 
Republic of Singapore. Telephone: 44652259896. Telex: 42479. Ing. And We still have ouro clear, 


Hong Kong Representative, 2 Exchange Square 16/F, 8 Connaught Place, 
Central, Hong Kong. Telephone: 48525263249. Telex: 80556. x ? ast ots 
, long-term view of client relation- 


Jakarta Representative, The Landmark Centre, 16th Floor Suite 1605, 
Jalan Jenderal Sudirman Kav. 70 A, Jakarta 12910 Indonesia. Telephone: 
*6221578127V2. Telex: 47534. . . e 
ship, based on commitment, dedi- 
Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. 
Telex 40200. New York, London, Antwerp, Paris, Singapore, Hong Kong, 
Jakarta, Curaçao, ADCA-BANK (Frankfurt, Berlin, Düsseldort, Hamburg, . 
Hanover, Munich, Stuttgart) cation and trust. 






















economy. Page 51. 


Page 14 
An Umno dissident defeats Malaysian 
Prime Minister Mahathir’s nominee in 
‘a psychologically crucial by-election 
and the anti-Mahathir group plans to 
put his style of leadership to the vote 
in other similar polls. 


i 15 

|: With the Burmese Government's grip 
on the country slipping, some lead- 
ing dissidents form a joint democratic 
front. But the possibility of the army 
staging a coup cannot be ruled out. 
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Page 16 

In the run-up to the general election in 

Singapore, the ruling party's plan for 

- an elected presidency becomes the 
main issue. 


Page 23 

An Israeli arms dealer’s sentence is 

. reduced by a Hongkong court, but 

questions surrounding the pre-trial 
publicity in the local press, possibly 
through official leaks, remain un- 
answered. 


Page 24 

As the strategic imperative of Wash- 
ington's China connection loses its 
i rationale, bilateral ties are dominated 
3 by specific problems., 

















de With the end of the Gulf War, Iran be- 
| -gins the task of economic reconstruc- 
. tion and of improving ties with foreign 
powers. The lesson of the debilitating 
ar is that conflicts in the Third World 
ave become unwinnable. 
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TS Seoul Olympic Games — only the second in Asia — 
hàd a shaky start. Before South Korea's application to 
. Stage them succeeded, the Seoul Games had to survive 
high-level doubts, the assassination of a president and a | 
challenge from Nagoya. But on 17 September, the Hermit | 
Kingdom opens its door to the biggest invasion of foreign- 
rs since the Korean War. Even the glitter of the Games 
nnot blind the world to some of the political and social 
dark spots in South Korea today. But as REVIEW correspon- 

ents report in FOCUS, the Olympics go beyond sport, 
affirming a national can-do spirit, symbolising maturi- 
ty, celebrating recovery from war, and, the Koreans hope, stimulating the 


Cover photograph by Garry Marchant. 
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Page 116 

Taiwan’s rapid economic growth 
creates strains in the labour market, 
prompting a rash of strikes and caus- 
ing uncertainty among policymakers. 


Page 117 


Japan is expected to boost invest- | 


ment in China now that Peking has of- 


fered Japanese ventures guarantees | 


against compulsory expropriation. 


Page 118 

The pace of South Korea's financia! 
reforms remains slow because of 
squabbies between interest groups. 


Page 120 

Indonesian airline Garuda is set to 
turn in a profit this year, but it con- 
tinues to be dogged by flight delays 
and complaints about poor service. 


* || Page 127 


Australian Treasurer Keating's deci- 
sion to, in effect, halve banks' reserve 
deposit requirements should boost 
competition and lower interest rates. 


Page 128 

Profits and output at China's state- 
owned factories continue to decline 
as vested interests block efforts to in- 
troduce efficient management. 


Page 140 


Rich reserves of natural gas in north- | 
eastern India turn out to be an embar- | 
rassment for New Delhi, which cannot | 


make full use of the supplies. 
Page 140 


Thailand's stock exchange delists a | 


textile firm because it failed to heed 
warnings on its share availability and 
trading activity. 


Page 141 

Singapore attempts to appease its 
discontented workers, who have en- 
dured a two-year pay freeze, by intro- 

i ducing a flexible bonus system. 
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Vietnam: New chapter opens as writers reflect 






















reality — S M 
Scholarship: China-watchers with a blind spot i 

for Hongkong — ———Í i 
BUSINESS AFFAIRS _ | 
Labour: Taiwan's summer of discontent ... 6 1 i 






Economic relations: Fair weather fiends . 1317 1. 






—— 












TOO THODV COOKS icteric: “TOR 






















REGULAR FEATURES | 


Letters 
Büelnp ene d dec ue dM 
intelligence mmm ODER E 





d 4 


B Oks 
The Sth Column neee 
Shroff 
Economic c Monitor: India p S 
Company Results et 
Prices and Trends | 
Cxchahue Rates cues ere ueni 
Stockmarkets | 
Backpage Letter: Banda Aceh 1. ou 








d 





(renter i Pi ANSA deer irme gh Eee Not menia Pa, * 
















hine Communist Party 
eneral Secretary Zhao 
Ayang called for an interna- 
ional peace-keeping force to 
ionitor any peace settlement 
n Cambodia, during Sino- 
viet talks on the conflict in 
he country that opened in Pe- 
| king on 28 August. The move 
j| was a major shift in China's 
: position. Zhao also urged the 
1 formation under the leadership 
of Prince Norodom Sihanouk 
‘of a four-sided interim coali- 
ion government, composed of 
he three resistance factions 
nd the Vietnamese-installed 
Heng Samrin regime. 

^ — Tai Ming Cheung 


Bangkok and Hanoi to 
hold Cambodia talks 


Thailand and Vietnam have ag- 
eed to hold talks on the Cam- 
odia conflict before a working 
group set up by an informal 
meeting of interested parties in 
Bogor in July convenes in In- 
lonesia on 17 October. The de- 
ision was announced on 26 
August after a meeting be- 
tween Vietnamese Foreign 
- Minister, Nguyen Co Thach, 
and his Thai counterpart, Sid- 
hi. Savetsila, in Bangkok. 
"Thailand has avoided such bila- 
'al talks in the past. 
— Murray Hiebert 


Korea talks postponed 
until after Olympics 
-North Korea demonstrated a 
surprising degree of flexibility 
by agreeing on 26 August to 
;»ostpone further political talks 
: with the South until after this 
"month's games. In their fourth, 
otherwise abortive exchange, 
assembly representatives set 13 
October as the date for talks 
imed at opening the way for a 
er joint parliamentary ses- 
in Pyongyang. The out- 
indicated that North 
Korea was resigned to not 
co-hosting or participating 
nthe 24th Olympics. | 
— John McBeth 


Australian liberals split 

over Asian immigration 

.Four members of the opposi- 
ction Liberal party crossed the 
-floor to vote with the govern- 
ment on 25 August on a motion 
pledging that considerations of 
“face or ethnic origin should 
“never be one of the criteria for 
selecting immigrants to Aus- 
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tralia. The government motion 


| | successfully embarrassed op- 


position leader John Howard, 
who is facing a damaging split 
in his party over the emotive 
issue since he suggested that a 
future Liberal government 
might limit the number of 
Asian immigrants if social 
cohesion was endangered. 

— Michael Malik 


Japan’s defence chief 
resigns over sea drama 
The director-general of the 
Japan Defence Agency, 
Tsutomu Kawara, resigned to 
take responsibility for a colli- 
sion in July between a naval 
submarine and a fishing boat in 
Tokyo Bay in which 30 people 
died. The Maritime Self-De- 
fence Force crew was criticised 
for not trying to rescue many 
people who had managed to es- 
cape from the sinking vessel. 
Kawara was replaced by 
former agriculture minister 
Kichiro Tazawa. 

— Nigel Holloway 


General dismissed over 
attack on journalist 
Army intelligence chief, Maj. 
Gen. Lee Jin Baek, has been 
dismissed and two brigadier- 
generals have been placed 
under formal arrest following a 
6 August attack on a South Ko- 
rean journalist, who wrote an 
article critical of the military. 
Economic Daily newspaper 
city editor Oh Hong Keun suf- 
fered a slashed thigh in the inci- 
dent, which has raised fears of 
a hardline rightwing backlash 
against democratic reforms. 

— John McBeth 


Taiwan dissident barred 
from brother’s funeral 


The Taiwan Government has 
rejected an opposition demand 
to allow leading dissident Shih 
Ming-teh, jailed for [5 years, to 
attend the funeral of his 
brother, who died on 22 Au- 
gust of heart failure follow- 
ing a prolonged hunger strike. 
Shih, is also on a hunger strike 
and is gravely ill. 

— Shim Jae Hoon 


France plans referendum 
on New Caledonia 
The French people will be 
asked to vote in a referendum 
on 6 November to approve the 
terms of a settlement between 
the French Government and 
the Kanak and settler leaders 
in New Caledonia, which will 
offer the territory indepen- 
dence in 10 years time. 

— Michael Malik 


BUSINESS - 


China trade mission 
visits South Korea 
A 14-member official Chinese 
trade mission from Shandong 
province arrived in Seoul on 25 
August for 10 days of talks with 
South Korean economic or- 
ganisations. Led by Li Yu, 
head of the Shandong chapter 
of the China Council for the 
Promotion of International 
Trade, the delegation met the 
Korea Chamber of Commerce 
and Industry, the Federation of 
Korean Industries and the 
Korea Trade Promotion Corp. 
The visit follows that of 
three high-ranking Chinese 
tourist officials to Seoulin July, 
the first official Chinese dele- 
gation to South Korea. China 
recently notified Seoul that it 
will issue visas to South Korean 
tourist groups. — Mark Clifford 


Philippine currency 

under pressure 

Continuing pressure on the 
peso pushed its rate against the 
US dollar to P21.079:US$1 on 
24 August, the lowest level this 
year. The major depressing 
factor was a decline in Manila's 
gross international reserves to 
US$1.62 billion in July, a two- 
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year low and equivalent to 3.2 
months worth of imports, Of 
the total reserves, the foreign- 
exchange component was only 
US$86 million, which could 
curtail the ability of the Central 
Bank of the Philippines to in- 
tervene in trading to defend the 
peso. The trade deficit in the 
first half was US$536 million, 
up 21% from the year before. 
The government has begun dis- 
cussions with the IMF about a 
new credit facility to replace a 
standby facility that ended on 
23 August. — Jose Galang 









indonesian firm sets up 
Vietnam joint venture 
Indonesian manufacturing 
giant, PT Astra, has set up a 
joint-venture company with 
the Ho Chi Minh City au- 
thorities in Vietnam. The joint 
venture, Indovina  Interna- 
tional, is to be based in Hong- 
kong. Astra is involved in vehi- 
cle and motorcycle assembly in 
Indonesia, and it is thought the 
company would like to set up a 
factory in Vietnam, building | 
Honda motorcycles and light 
vehicles. — Michael Vatikiotis 
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| Tokyo exchange in 

| insider trading probe 
A Tokyo Stock Exchange in- 
vestigation into Nippon Steel's 

| purchase of 18.1% of the 

| shares of Sankyo Seiki in July 

| found that 19 Nippon employ- . 
ees and 15 from Sankyo traded 
in Sankyo's shares before the 
announcement of the tie-up. 
The report stopped short of ac- 
cusing them of insider trading. 
Meanwhile, securities firms 
Nikko and Yamaichi have fol- 
lowed Nomura and Daiwa in 
separating their underwriting 

| departments from securities 

| trading — Nigel Holloway 

| 


UAE to build oil 

refinery in Shenzhen 

China has approved a US$360 
million Middle East-owned 
oil refinery for the Shenzhen 
Special Economic Zone, north 
| 





of Hongkong. The project, the | 
largest foreign investment ap- 
proved by Peking this year, is | 
the United Arab Emirates’ | 
(UAE) first venture in China. | 
The refinery will use imported 
UAE crude oil and most of the 
products .will be exported. 
Construction is expected to 
begin at the end of this year. 

— Elizabeth Cheng 


india to issue NRI 

dollar bonds 

To bolster dwindling hard-cur- 
rency reserves, India in Oc- 
tober will issue US$150-200 
million of non-repatriable US 
dollar-denominated bonds to 
Non-Resident Indians (NRIs) 
through foreign branches of 
government-owned banks. 
Principal and interest will be 
converted into rupees at the ex- 
change rate prevailing at the 
end of the bonds’ seven-year 
term. The bonds will pay a per- 
centage point above the repa- 
triable hard currency-denomi- 
nated bank deposits now of- 
fered to NRI's by Indian 
banks. — Lincoln Kaye 
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CONVERSATION PEACE 


Moscow is discussing another major 
Asian initiative aimed at paving the 
way for a Sino-Soviet summit, which 
is now believed to be only a matter of 
time. On the cards is the withdrawal 
of another Soviet division from 
Mongolia and various measures to 
show Soviet sincerity in urging 
Vietnam’s military withdrawal from 
Cambodia. The initiative will depend 
also on what message the Soviet 
delegation brings back from Peking 
where it is discussing the Cambodian 
situation with the Chinese. Soviet 
leader Mikhail Gorbachov will make 
the annoucement, possibly within a 
few weeks. 


RESOURCE RICHES 

With an eye to future escalating 
revenues from natural resources in 
Papua New Guinea (PNG), Chicago- 
based international investment group 
Kemper Financial Services is 
surveying suitable projects before 
establishing a PNG investment fund 
of approximately US$40 million to 
invest in public and private 
companies. 


THAI LESSONS 


Burmese student leaders are - 
understood to have drawn on 
experience gleaned from their Thai 
counterparts in engineering the 
recent people's uprisings in Rangoon 
Representatives from the All Burma 
Democratic Students Association, an 
umbrella organisation grouping 16 
Rangoon universities and regional 
colleges, held a series of clandestine 
meetings in Bangkok between July 
and early August with the Students 
Federation of Thailand leadership. 
The Burmese took note of the 


(THE WEEK 


BANGLADESH 
The government said that 5 million 
eople have been left homeless in massive 
ooding (30 Aug.). 


BRUNEI 

Philippine President Corazon Aquino ar- 
rived for an official visit (29 Aug.). Sultan 
Hassanal Bolkiah has decided Brunei will 
join an international group giving aid to the 
Philippines (30 Aug.). 


BURMA 

|. A general strike was called in Rangoon 
| and demonstrations held as the socialist rul- 
| ers freed top political prisoners (25 Aug.). 
| Students who have spearheaded massive 

anti-government demonstrations in the 
country defied state laws and formed a stu- 
dent union that pledged to struggle peace- 

















dec 3s EL PLA ee d 8m PR T ea mi sew uds aX am So a m 






Mmm Morem inn rele era eat Petar ae NT Pn Ae erri A aerea EYEE pH SB Nar eem rrr rm t Tp qa a VAM Itera P ar ra n aa ta ra a ETT arr a i rA terete 


atate ape eraat papier aA ger mre Tm in mma T a la eat P e e AA a armar e REN ar a NT 





| 











Mtt ater tree senem veterem tiem tete mere aa eA rri rnnt merenti HR Ae ann ee NAL ra a TRA NEAN peter 


circumstances surrounding | 
Thailand's student-led popular | 
uprisings in October 1973, which | 
toppled an extended era of military | 
dictatorship, and the rightwing coup 
three vears later. 


EXECUTIVE RECRUITMENT 


NM Moeen Qureshi, 
^ senior vice- 
president 
(operations) at 
the Washington- 
based World 
Bank, flew to 
Islamabad at the 
invitation of 
acting Pakistan 
President Ghulam 
Ishaq Khan 
shortly after the death of president 
Zia-ul Haq. Itis understood that 
Qureshi, who is effectively number 
two at the World Bank, could be 
offered a senior position in the 
administration of Zia’s successor. 
Ishaq Khan himself was chairman of 
the World Bank/IMF Joint 
Development Committee before he 
became a member of the Pakistan 
Senate. Pakistani nationals occupy a 
number of senior positions in both 
institutions, and it is thought possible 
that some of them could now return to 
take up official posts in Islamabad — 
especially given the staff uncertainties 
created by a major reorganisation of 
the World Bank last year. 


MILITARY MISHAP 

The North Koreans have grounded | 
their fleet of US-built Hughes 500 | 
helicopters following the first crash of | 
one of the 86 aircraft which were 
| 
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illegally diverted to Pyongyang in 
1985. While the cause is unknown, it 
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fully for democracy (28 Aug.). Leading Bur- | PHILIPPINES 


mese formed the first major anti-govern- | 
ment alliance in 26 years (29 Aug. ). 


| 

| 

i 
CHINA | 
Japanese Prime Minister Takeshita ar- | 
rived on an official visit (25 Aug.). Talks be- | 
tween the Soviet Union and China opened | 
on the Cambodian conflict (28 Aug. ). | 


MALAYSIA | 

Four detainees arrested under the Inter- | 
nal Security Act since October were released | 
(25 Aug.). Vietnamese boat people arriving 
in Malaysia will be arrested, charged as il- | 
legal immigrants and then deported, it was | 
reported. A judicial tribunal ordered by the | 
king to investigate allegations of misconduct | 
against five suspended Supreme Court | 
judges began its inquiry in camera (29 Aug.). | 





| experiencing difficulties with the 
conversion of the helicopters to 


| easily they are winning recruits. The 
| unionists are tappping an anti-foreign 





















is believed the communists may be 
running short of spare parts or 


military use. Two Californians have 
been jailed for their part in the 
diversion, which stunned South 
Korean officials and forced a change . 
in operating procedures for their ow 
substantial fleet of Hughes 5005, 


KEEPING CLEAR 
Budgetary contraints are under 
to be one reason behind a cutba 
year in American SR71 spy-ai 
intelligence-gathering missions 
North Korea. But a well-placed U! 
official has privately confirmed that 
the movement of high-altitude Nort 
Korean 5A5 surface-to-air missiles 
closer to the Korean demilitarised 
zone several months ago compelled — 
the SR71s to modify their operations. 


COMPUTER BLUES : 
South Korea's IBM facility is being = 
unionised in a landmark organising 
battle for the huge computer 
manufacturer. More than 200 of 7 
about 1,000 office workershavesofar. 
signed up for the company's new 
union, which was formed only a 
month ago. IBM has pursued an 
aggressive anti-union policy 
worldwide. Except in countries where 
unions are required, almost none of 
its facilities are unionised. Yet 
organisers at “Big Blue's" Seoul 
facility say they are surprised how 
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streak that is becoming more evident — 
in South Korea. They are also finding | 
that younger workers, unhappy with - 
the country’s rigid hierarchy, are 
eager converts to unionism. 


TAIWAN 

About 1,500 Taiwanese aborigines. 
marched through Taipei demanding the gove 
ernment return their native lands and pros 
tect their rights, witnesses said (25 Au 
About 80 dissidents clashed with police in. 
Taipei when they tried to prevent the deten-. 
tion of an opposition lawmaker, police ree 
ported (29 Aug.). 


THAILAND 

Vietnamese Foreign Minister Nguyen Co 
Thach met his Thai counterpart Siddhi 
Savetsila in Bangkok for talks on Cambodia 
(26 Aug.). 













y Suhaini Aznam in Kuala Lumpur 


was "just another by-election,” the 
ruling National Front said — just one 
eat in a 177-member parliament — but 
opponents of Prime Minister Datuk Seri 
Mahathir Mohamad turned around the 
25 August Johor Baru by-election on 
one issue: Mahathir’s style of leader- 
_ | ship. And after winning by a landslide 
|. 12,613 votes, Datuk Shahrir Abdul 
| Samad, sacked from the cabinet by 
-| Mahathir and standing as an indepen- 
* [^ dent, exulted: “The man must go." 
cp In the first flush of a victory whose 
"| margin amazed even his own support- 
.|-ers, Shahrir talked of a six- to eight- 
|] month timetable of departure for Maha- 
thir. But the prime minister showed no 
-| sign of being unduly put out by this de- 
^|. feat, and the widely talked-of series of 
CE forced by-elections by other Mahathir 
- | opponents is already running behind 
"schedule. Mahathir said the results 
|] showed that all candidates had a chance 
- | to win, thus proving he was no dictator 
as his opponents have called him. "We 
don't rig elections and we allow anyone 
to contest," he added. 
-> This was the first election pitting sup- 
porters of the old United Malays Na- 
tional Organisation (Umno) against 
-Mahathirs Umno (Baru), or New 
Umno, since the High Court declared 
the original Umno — like its successor, 
the dominant member of the ruling Na- 
‘tional Front coalition — unlawful in 
‘February. When Mahathir set up Umno 
(Baru), he refused membership to his 
rivals who had fought a bitter leader- 
„Ship battle against him in 1987. 
= Shahrir resigned as MP of Johor 
Baru to force a popularity test on Umno 
(Baru) and by extension, Mahathir. His 
fomble paid off. Voter turnout was a 
low 61.596 for such a psychologically 
rucial election, but Shahrir polled 
3,581 votes to National Front candi- 
late Masud Abdul Rahman's 10,968 
ind the 2,260 of Abdul Razak Ahmad 
f the small Partai Sosialis Rakyat 
Malaysia (PSRM). In the 1986 eneral 
lection, Shahrir won by a mere 2,23 
-For Shahrir, there was only c one 
ue: Mahathir. Mas'ud, a school- 
eacher who, unusually for a Malay, 
peaks Chinese and was the Umno 
Baru) candidate for the National Front 
vas merely a proxy. Shahrir dedicated 
is. victory as a 59th birthday gift to 
ormer lord president Tun Salleh Abas, 
vhom Mahathir had recommended be 
spended and the king later sack- 




























































. The National Front sought to avoid 


this issue, stressing its record of deve- 
d and unity, promising a M$300 
million (US$113.8 million) expansion of 
the Causeway linking Johor Baru to Sin- 
gapore, M$35 million for other basic 
amenities and agreeing to Chinese 
educationists' requests for a Chinese- 
medium junior college, to be called the 
Southern College. Razak's platform 
was that both Shahrir and Mas'ud rep- 
resented political groups which had 
been involved in scandals involving 
public funds. 

Razak never stood a chance against 
the sharp focus of Shahrir's message. At 


times ME the campaign, it seemed as 
if Shahrir and the National Front were 
arguing at cross-purposes, but it was 
Mahathir who brought the issue back to 
himself when, in a televised speech 
shortly before the election, he defended 
himself against criticism by his former 
deputy prime minister Datuk Musa 
Hitam and declared: "I will continue 
with my style and the plans that I have 
drawn up with my colleagues in the gov- 
ernment." From that point on, few 
viewers thought the issue was anything 
other than his style. 


usa had videotaped his criticism of 


Mahathir and left for Europe. In an 
emotional speech, Mahathir refuted the 
allegation that he had refused to meet 
mid-level Umno leaders associated with 
his rivals at his home during the Hari 
Raya festival in May, a sign of great dis- 
courtesy to form-conscious Malays. He 
had never barred visitors from his home 
on Hari Raya, he said, and challenged 
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Mahathir loses a by-election called to assess his an status 


_ The people say ‘no’ 


Musa to repeat the allegation and swear 
it on the Koran — considered the ulti- 
mate test of truth for a Muslim. Musa 
accepted but as he was abroad did not 
have to do so. 

Whether or not Shahrir is optimistic 
in his claim that Johor Baru will precipi- 
tate the change that will sweep Maha- 
thir out of office remains to be seen. At 
this point, he has proved that at least in 
a racially mixed urban seat (48.576 
Malay, 4096 Chinese, 8.596 Indian, 
3% others), the anti-Mahathir sen- 
timent was strong enough to swing the 
tide in a seat which has traditionally 
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voted solidly for the National Front. 

Despite Umno's winning 83 of 84 
seats it fielded candidates for in the 1986 
general election, Mahathir seems to 
have slipped several notches in popula- 
rity since he assumed office in 1981, flush 
with ideas and riding high on popular 
expectations. His victory by only 41 
votes in the Umno elections last year, a 
narrow win by an Umno (Baru) candi- 
date in a state by-election in March and 
now this stunning blow in Johor Baru 
worry his associates. 

In his running battles with lawyers, 
academicians, pressure groups and . 
lately the judiciary, Mahathir has al- | 
ways dismissed them as an intellectual | 
elite lacking the people's mandate. He 
can no longer use that argument. 

His opponents’ next wish to launch a 
series of by-elections, the next one pre- 
ferablv in a predominantly Malay area, 
to test Mahathir's popularity. there. 
Halfway through Shahrir's campaign, 
former deputy home minister Datuk 
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Radzi Sheikh Ahmad was supposed to 
have resigned his seat, both as a sign of 
faith in Shahrir and to keep up the oppo- 
sition momentum. He has not done so. 

There is a possibility that Mahathir 
might be planning to out-manoeuvre his 
opponents by amending the election 
rules and doing away with having to filla 
seat within 60 days of its falling vacant, 
leaving it to be filled, as Singapore does, 
only in the next general election. In 
Malaysia’s case, that could be in 1991. If 
Mahathir does change the law at Oc- 
tober’s sitting of parliament and back- 
dates it, as has vs es before, any 
resignations would be futile. 

In any case, by-elections are costly 
affairs, especially for challengers with- 
out access to such free government-sup- 
port facilities as rent-free halls, cars and 
unlimited radio and TV air time. This 
time for instance, Mahathir’s main cam- 
paign speech was aired for an hour dur- 
ing prime time, two days before polling. 
Information Minister Datuk Mohamed 
Rahmat had declared that as it was only 
a by-election, the opposition was not 
entitled to air time. 


i nstead, the opposition was reduced to 
organising a series of indoor political 
forums — rallies have been banned 
since the 1969 race riots — and like the 
National Front, going from house to 
house in a personal appeal to voters. 
The support of the opposition Demo- 
cratic Action Party (DAP) helped bring 
some of the Chinese vote to Shahrir. 

It is not known how Shahrir financed 
his campaign, but many people, some 
from out of state, volunteered their ser- 
vices and cars. As his symbol, Shahrir 
had chosen three red “keys to change” 
(for the three main racial communities) 
against a royal yellow background — for 
the palace in which Umno was born in 
1946. Apart from Musa, first prime 
minister Tunku Abdul Rahman, now a 
frail 85, and one-time finance and trade 
and industry minister Tunku Razaleigh 
Hamzah, who challenged Mahathir for 
the Umno leadership last year, also 
campaigned for him. 

e message was clear: the Umno 
'46 as they liked to call themselves, are 
the monarchists, in contrast to Mahathir 
who has had his skirmishes with 
Malaysia's nine hereditary rulers. In 
1983, however, when Mahathir tried to 
introduce constitutional amendments to 
curb the king's powers, some of 
Shahrir's allies today were voluble in 
their support of those reforms. 

Razaleigh hopes that Shahrir's land- 
slide victory will draw some of the other 
San parties in the National Front to 

is cause. Prospects of an opposition co- 
alition — with Razaleigh providing the 
Malay centre with the DAP and the 
Parti Islam as partners in an alternative 
grouping to the National Front — seem 
unlikely. Razaleigh's allies feel that 
moderate multi-racialism, as in the Na- 
tional Front, is still the best formula. O 
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BURMA 


The backlash factor 


Opposition fears military may attempt to seize power 


By Bertil Lintner in Bangkok 
Tx political monopoly enjoyed by 
the Burma Socialist. Programme 
Party (BSPP) for the past 26 years has 
now, in effect, been broken by the 
strength and growing organisation of 
the opposition in the country. This has 
become clear as a result of the creation 
on 29 August by a number of leading 
dissidents of the Democracy and Peace 


tion by students in Rangoon two days 
earlier of an independent union and the 
increasing outspokenness of the ver- 
nacular press, which has published re- 
ports of anti-government rallies. 

Some observers even say that the 
strife-torn country now has taken its 
first formal steps towards the 
democracy that hundreds of 
thousands of protesters all 
over the country have been 
demanding over the months 
of anti-government demon- 
strations. 

But the possibility of a mi- 
litary backlash cannot be 
ruled out, according to Bur- 
mese sources who fear that 
the armed forces may use the 
deteriorating law-and-order 
situation in the country as a 
pretext for staging a coup. In 
order to reassert its former 
privileged position in Bur- 
mese society, factions of the 
military may even be pre- 
pared to drop their old politi- 
cal cover, the BSPP, which 
has been totally discredited 
after mass killings of unarmed 
demonstrators in March, 
June and especially August. 

Indeed, Rangoon-based sources 
claim that some military authorities 
have been trying to create anarchy by 
releasing thousands of criminals from 
prisons. There have also been reports of 
government agents armed with hand- 
grenades and bombs mixing with 
crowds of demonstrators. A Rangoon 
resident told the REVIEW that at least 
one such person had been ap- 
prehended. When his identity as a mili- 
tary intelligence officer had been estab- 
lished, he was hanged in public by an 
angry mob. 

“It’s a devious scheme. The old rul- 
ers refuse to recognise that they have 
lost the battle,” said one Rangoon- 
based source. "They're desperately try- 
ing to use whatever tricks they can to 
cling to what is left of their former au- 
thority, still believing that they can 
ride out the storm and that the pub- 
lic will beg them to return once law 


Street poster: appealing for moderation. 


and order has broken down complete- 
ly. 

"The old leader, Ne Win, who is still 
the key man in the crumbling BSPP re- 
gime, is living in a world of fantasy. He 
Mee thinks that he is a descendant 
of the old Burmese kings and he regards 
both the country and its people as his 


| private property. He radiates an ex- 
(Interim) League (DPIL), the forma- | 


treme blend of nationalistic and politi- 
cal zealotry and many people wonder 
about the stability of that mixture.” 
But there seems to be little doubt 
that the old BSPP regime has collapsed 
in every respect except for its hold over 
parts of the militarv. This appears to be 


the case not only in Rangoon, but espe- 
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cially upcountry. In Mandalay, monks 
run day-to-day affairs and in Kawth- 
aung in the south, a six-member city 
council, made up of protesters, has 
taken over the local administration — a 
pattern which is repeated in many other 
provincial centres. 

Several high-ranking government of- 
ficials are now reported to be staying in 
military areas in Rangoon with their 
families, and elsewhere in the country 
local officials have deserted their posts. 

As mass rallies and demonstrations 
are being organised almost daily in 
towns all over Burma, most dissident 
leaders have demanded the formation 
of an interim government which can 
rule the country until general elections 
can be held. But as long as the old re- 
gime refuses to hand in its formal resig- 
nation, the present, extremely tense 
and dangerous stand-off prevails. 

“This stalemate can only be broken if 


Ig 


= SS See SS | 


| 
| 














ti openly 


,a tachion ot Un Deni 
des with the opposition, or if there is 
1g outside pressure on the old re- 
me to leave," one analyst asserted. 
> Falling one step short of announcing 
"formation of an interim govern- 
nt, the setting up of the DPIL, 
ertheless, has given the opposition 
organisational base to work from and 
enhanced its chances of getting in- 
tional support and sympathy. 
- The DPIL is headed by a former pre- 
dent of Burma, Mahn Win Maung, a 
-year-old Karen from Bassein in the 
rawaddy delta region. He first rose to 
ime in 1945 when he was parachuted 
to the Toungoo area behind Japanese 
lines as a member of the Allied-or- 
ganised Force 136 of World War II. 
5. The DPIL’s patron and elder states- 
man is former prime minster U Nu, 81, 
ho led Burma through most of its 
democratic period from 1948-62. He 
was imprisoned after Ne Win's coup 
d'etat but later released. U Nu or- 
anised armed resistance against the mi- 
tary government in the 1970s, until he 
urrendered during à general amnesty 











Bom Aung, an ally of U Nu from 
the days of the armed struggle 10 
ears. ago and one of those who 

spearheaded Burma’s nationalist move- 

ment in the 1940s, is also said to be one 

f the league’s leaders. 

-But the most crucial name on the 

PIL's central executive committee is 
perhaps its general secretary, ex-gen- 
eral Tin U, 64, a former chief of staff 
and defence minister who was purged in 
1976 and jailed until the 1980 amnesty. 
His role is seen as important for uniting 
the now fragmented opposition; he is 
popular with the public and, most im- 
portantly, he still enjoys a considerable 
following within the armed forces. He 

ails from the hometown of the late UN 

'cretary-general U Thant, whose family 
also has emerged at the forefront of the 
present struggle. 

: However, still outside the DPIL are 

wo of Burma's most prominent dissi- 
ent leaders: Aung San Suu Kyi, the 

ighter of nationalist hero Aung San, 

1 ex-brigadier-general Aung Gyi, 

o ina way initiated the present move- 

t for democracy by writing a 

ber of open letters to Ne Win ear- 

his year (REVIEW, 28 July). Most 

rvers see their support as important 

or the success of any democratic oppo- 
tion movement. 

. The whereabouts of President 
Maung Maung are unknown and he has 
not made any public announcements 
since he addressed the nation over the 
radio on 24 August followed by a call to 
| BSPP delegates to attend another 
“| emergency meeting on 12 September to 
decide whether to hold a referendum on 
a multi-party system. Observers, how- 
ever, doubt that the meeting will now 
take place. 
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Many are called... 





Opposition parties out in strength against ruling juggernant 


By Review Correspondents 

f the size of crowds turning out to 

cheer opposition candidates in the 3 
September Singapore general election 
was a reliable indicator, the opposition 
was set to make its greatest inroad into 
the ruling People’s Action Party (PAP) 
majority in two decades. As the PAP 
government's First Deputy Prime 
Minister Goh Chok Tong remarked: 
“Not since 1972 has the PAP been con- 
tested in such a big way.” 

Seven opposition parties are contest- 
ing 70 of the 81 available seats. This con- 
trasts with the last election in 1984, 
when 30 of the then 79 parliamentary 
seats went uncontested to the PAP and 
two opposition candidates made it, with 
a 13% reduction in the PAP's vote to 
63%. 

As expected, the Singapore Demo- 
cratic Party (SDP), headed by the only 
opposition incumbent MP, Chiam See 


Tong, and an enlarged Workers’ Party , 


(WP), under disqualified MP J. B. 


Jeyaretnam, again emerged as the two | 
largest opposition parties: the SDP with | 
18 candidates, compared with four in | 
1984, and the WP with 32, compared | 


with 15 in the last election. 


The other opposition parties, none | 
of which have ever won a seat, are: the | 


National Solidarity Party, with eight 
candidates, seven of whom are former 
SDP members and whose chairman, 





| "Group Representation Constituencies. 


REVIEWTABLES by Andy Tang 


Kum Teng Hock, was previously with 
first the PAP, then the WP and the 
SDP; the Singapore Malays National 
Organisation (PKMS), with four candi- 
dates (including one Indian), which is 
an ally of the WP; the United People’s 
Front, allied to no other Party with five 
candidates; the Singapore Justice Party 
with three candidates running as one 
team in a group representation consti- 
tuency (GRC): and an Islamic party 
with one candidate; plus four indepen- 
dents one of whom, Indian lawyer 
M. G. Guru, is running against Prime 
Minister Lee Kuan Yew. 

While the calibre of opposition can- 
didates generally does not match the 
professional, commercial and political 
standing of their counterparts carefully 
selected under the PAP's meritocracy 


CANDIDATES FIELDED 


Swing along with Lee 


The PAP stages a street party to catch votes 


By Review Correspondents 

massive street dance in the heart of 

Singapore's shopping district, re- 
portedly attended by 10% of the coun- 
try’s 2.6 million people, marked a new 
and unusual approach for the ruling 
People’s Action Party (PAP) in the run- 
up to the 3 September general elections, 
“Swing Singapore,” as choreographed 
by the American public relations firm 
Ogilvy & Mather, was a hit with those in 
attendence and will become an annual 
event, promised First Deputy Prime 
Minister Goh Chok Tong, who is also 
PAP assistant secretary-general. 

Later, however, at a political rally, 
Goh made government stability a pre- 
condition for holding such parties in fu- 
ture. Goh, who has been designated as 
Prime Minister Lee Kuan Yew's suc- 
cessor, said the “Saturday night fever” 
proved that Singaporeans knew how 
to “relax.” While many in the Swing 
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Singapore crowd were below voting 
age, support for the ruling PAP was re- 
flected in the enthusiastic singing of pat- 
riotic songs set to a popular beat. 

The event seemed effective in soft- 
ening the PAP's authoritarian image, 
fitting neatly into the party's election 
slogan of "More Good Years." The slo- 
gan is rooted in the country's spectacu- 
lar economic recovery from a recession 
in 1985, with 11% annual growth regis- 
tered in the first half of 1988. The 
human face being put on now by the 
PAP contrasts with the stern image it 
earned in mid-1987, when the govern- 
ment began arresting people it called 
“Marxist conspirators” under Singa- 
pore’s Internal Security Act (ISA), 
which allows detention without trial. 

PAP leaders are asking the electo- 
rate to judge their overall record in gov- 
ernment since 1959, making relatively 
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‘system, most in the opposition parties 
can be described as middle-class, white- 
collar workers. Many describe them- 
selves as businessmen, but there are 
also a number of lawyers, teachers and 
technicians, particularly in the WP and 
SDP. 

Given their David situation against 
the PAP's Goliath, it made sense for the 
SDP and WP to enter an electoral pact, 
not challenging each other's constituen- 
cies and adopting similar stands on 
broad political issues. These included 
the PAP attempt to bring in a stronger, 
elected presidency and the govern- 
ment's use of the Internal Security Act 
(ISA) against critics. 


eyaretnam — unable to run himself 

because of a five-year disqualifi- 
cation in 1986 after being fined $$5,000 
(US$2,463) and jailed for one year for 
falsifying his party's accounts — told the 
REVIEW that the opposition might se- 
cure 15 seats. That was along way from 
the 41 seats the opposition would need 
for a majority, or even from the 27 
needed to deprive the PAP of the two- 
thirds majority required for constitu- 
tional amendments. The SDP's cam- 
paign slogan was, "Deny them two- 
thirds.” 

Independent analysts gave the oppo- 
sition perhaps five or six seats — still 
more than it has had for many years and 
enough to worry Lee and the younger 
leaders he wants to take over from him. 
One analyst thought the more opposi- 
tion members seated in parliament, the 
longer it would take Lee to stand down 
as prime minister, despite his an- 
nounced intention of moving on after 
his 65th birthday on 16 September. 


few promises. However, the party has 
announced the setting up of a ministe- 
rial committee to look into the possible 
use of workers’ mandatory contribu- 
tions to the country's Central Provident 
Fund (CPF) for educational purposes. 
Citizens with CPF savings are able to 
use these funds to buy homes and shares 
in state-controlled companies, as well to 
pay for medical expenses. 

Another electoral boost for the PAP 
came on 26 August when an amend- 
ment to the Employment Act came into 
effect, enabling employers and unions 
to enter into flexible 
wage agreements. In ear- 
lier years, the govern- 
ment had set annual pay 
increases but in 1986, as 
| the economic recession 
ui deepened, workers were 
~p toldto take pay cuts. The 
-| -PAP has also put for- 


-| promises of better ser- 
“vices, including a pledge 
- to build an Olympic-size 
Swimming pool in the 
` constituency currently 
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Take my pick. 


The opposition has few tested politi- 
cians in its ranks. Most are newcomers. 
Yet leaders like Chiam, Jeyaretnam and 
Francis Seow drew rally crowds num- 
bering as many as 10,000, while the av- 
erage PAP rally was attended by only a 
few hundred. 

Seow, the former solicitor-general 
recently released from 72 days deten- 
tion under the ISA for alleged political 
collaboration with US State Depart- 
ment officials, drew some of the biggest 
crowds. Running as a WP candidate in 
one of the GRCs — merged electorates 
contested by three-person teams from 
each party, including either a minority 
Malay or Indian candidate — Seow was 
often surrounded by high-spirited sup- 
porters chanting his name. 

Seow's Eunos constituency, where 
he ran with the politically seasoned Lee 


represented by Chiam See Tong, the 
sole opposition MP and leader of the 
Singapore Democratic Party. 

The PAP election platform is to 
Shield both the party and the electorate 
from irresponsible MPs of the opposi- 
tion camp. This “watershed” election, 
party leaders say, will pave the way for 
an elected president who will have new 
powers to protect the country’s mone- 
tary reserves as well as the “integrity” of 
key public and judicial positions. The 
party says the election will also lead to 
more responsibilities for individual con- 
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Siew Chow, former head of the B: 
Socialis Party, and a Malay entei 
was considered by analvsts as one pc 
ble gain for the opposition. His PAP 
ponents are headed by Educatic 
Minister of State Tay Eng Soon who, 
an indication. of the PAP's conce 
about Seow, had been shifted fre 
another constituency at the last minu 
to stand in Eunos. 

Seow had dearly wanted to run i 
Bedok constituency, where his pe 
sonal béte noir, Home Ministe 
Jayakumar, is running, but his V 
es apparently decided to gamble o 
voter-appeal pulling through two c 
party candidates in a GRC. 

The opposition was expected 1 
Potong Pasir, where SDP leader t 
faced a PAP newcomer, architec! 
neth Chen, in a straight fight. Ane 
intense battle was expected in the ; 
junied GRC, where Seow's s 
Ashleigh, was heading an SDP te 
against a PAP headed by a young, j 
retired air force brigadier, Gearge Y 

Political analysts pointed out th 
both Eunos and Aljunied group con 
stituencies had a large Malay commun- 
ity (15% of Singapore's population 
mixing with the majority Chinese. Man 
Malays have been disgruntled with the 
new system of team MPs, which they 
feel treats them as a second-class race, 
unable to make it politically alone. Ss 

Elsewhere, opposition candidates | 
were given less than an even chance 
against the PAP's well oiled electoral 
machine, though it was felt WP chair- 
man Gan Eng Guan and his team might 
just take Pasir Panjang constituency 
from a PAP team led by PAP stalwar 
Bernard Chen. Į 



































stituencies with the full implementatiói 
of a town council system. 
A campaign highlight wasa telev 
debate on the presidential-power: 
between Goh and Trade and Inc 
Minister Lee Hsien Loong on the 
side and the two main opposition pat 
leaders, Chiam, and Workers! Pa 
leader J. B. Jeyaretnam — a formere 
position MP, who has been disqualifi 
from standing in this election. Goh sa 
contrary to common belief, Lee did no 
want to be president. 
At nightly campaign rallies, PAP 
leaders warn the public. 
that their retirement sav. 
ings might be squan 
dered by — oppositio 
1 MPs, should any - 
|| elected, because th 
and their parties lack p 
litical and administra 
experience. In contr 
the ruling party says, t 
PAP has nearly 30 years. 
of tried-and-true infra-- 
structure to support ev 
the most inexperiencec 
MP from its ranks. Parti 
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ts say, will be c 


the town councils. 


| effi 
The opposition candidate targeted 
the PAP as the most questionable in 
ms of financial integrity is lawyer 
incis Seow, who was only recently re- 
ased from ISA detention and is now 
cing prosecution on charges of tax 
sion. Goh pointed to Seow's $$1.3 
lion (US$637,250) personal debt 
d, in the next sentence, alluded to the 
0 million budget earmarked for the 
nos town council. Seow is contesting 
Eunos seat in parliament. 

-Goh and his PAP colleagues seem to 
e taking seriously the opposition's 
hreat of denying the PAP a two-thirds 
jajority in parliament — necessary for 
such changes to the constitution as an 
enhanced presidency. After references 
toa "freak" election that would deny 
he PAP a simple majority of 41 seats, 
joh asked a rally audience to consider 
the possibility of Seow becoming fi- 


By Husain Haqqani in Islamabad 
-PB akistan’s politicians are gearing up 
E for the 16 November general elec- 
tions, assuming that the death of presi- 
lent Zia-ul Haq has paved the way for 
lections to be held on a party basis. 
Zia's successor, Ghulam Ishaq Khan, 
as shown little interest in influencing 
election results through defining elec- 
"tion rules, and the constitutionality of 
- Zia's. concept of polls in which party af- 
filiation cannot be marked on ballot pa- 
pers is now to be determined by the Su- 
preme Court. 
= The armed forces, whose backing 
was considered the main factor in Zia's 
ability to rule for 11 years, have thrown 
heir. full weight behind Ishaq Khan. 
a's successor as army chief, Gen. 
irza Aslam Baig, has disavowed any 
tical ambitions. But almost all ob- 
rvers agree the military could change 
‘position if order is not maintained in 
run-up to the polls or if the results of 
elections create a political impasse. 
jenazir Bhutto, leader of the main 
opposition Pakistan People's Party 
P) welcomed Baig's assurances and 


o played down her party's opposition 
e armed forces, saying it had lost its 
ificance with Zia's death. 
But behind the scenes, anti-PPP po- 
roups continue to look towards 
ilitary for the guidance which was 
isly provided by Zia, though 
eemed. ready to admit publicly 
hey preferred a military govern- 
ent to the return to power of the PPP. 
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The PAP leaders appear set to nip in 
the bud a feeling — even sensed among 
ruling party supporters — that a few 
more opposition MPs are necessary to 
keep the PAP in check. They warn that 
if voters believe the PAP is sure to 
dominate the parliament anyway and so 
it is thus safe to vote for an opposition 


| nce 

| 

| 

candidate, then the much-feared freak 
| 


Li 


election result could become a reality. 


o surveys aimed at predicting elec- 

tion results have been published in 
Singapore. However, The Straits Times 
newspaper's research department is 
said to have conducted a survey a few 
months ago which allegedly indicated 
that 30% of those questioned preferred 
the old PAP leaders — Prime Minister 
Lee and his generation — over "second- 
generation" leaders — Goh and others 
in their 40s — who only received sup- 
port from 15% of the respondents. The 
Straits Times did not publish the results. 


The military marks time 


Generals await the outcome of political manoeuvring 


However, if the army does not inter- 
vene despite appeals from some religi- 
ous and political leaders, leftwing politi- 
cians will have no excuse to continue 
their anti-military rhetoric. And popu- 
lar support for the army is considered 
necessary to enable it to deal with 
threats of subversion. 

The army has made it clear that it 
would like to see a continuation of Zia's 
policies in defence and foreign affairs. 
Any reversal of Islamisation would also 
be undesirable from the military's point 
of view because of threats of an or- 
thodox religious backlash. The possibil- 
ity that the PPP might win the next elec- 
tions has revived a feeling of insecurity 
among those who suffered when it was 
in power and the army's attitude has 
given these groups confidence that they 
will not remain leaderless. 


owever, the political fragmentation 
Zia always feared has already 
started. The Pakistan Muslim League 
(PML) he had patronised since 1985 has 
| split into two factions. One faction is led 
| by former prime minister Mohammed 
| Khan Junejo, who was removed from 
| office by Zia on 29 May. The other 
group comprises those party members 
| who remained loyal to the late president 
| and were appointed to caretaker state 
| 
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and federal cabinets. The split was for- 
malised in two separate party meetings, 
One re-elected Junejo as party presi- 
dent, while at the other four state chief 


y prime minister 
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PAP’s candidates, with four 


ready secured seats in parliament be- 


among the 


faces. 


cated. One, George Yeo, 33, recently 
retired from the armed forces as a 
brigadier in order to run in the elec- 
tions. Except for two in their 40s, the 
rest are in their 30s. 

The new candidates are flanked at 
PAP election rallies by second-genera- 
tion leaders, with Prime Minister Lee 
appearing to wind up evenings of 
speechmaking. However, PAP rallies, 
even with Lee in attendence, have not 
drawn crowds of more than a few 
thousand. This is in contrast to Work- 
ers’ Party rallies which, featuring Seow 
as their star attraction, are said to be 
drawing 15-18,000 people. 

The Straits Times and TV news 
broadcasts clearly play down Seow’s 
campaign. When he is mentioned at all, 
it is only in passing. In contrast, 
maximum play is given to Lee. 0 


ministers and almost all PML ministers 
chose Fida Mohammed Khan for the 
same post. 

The PML split means that there will 
be no single establishment party facing 
the PPP at the polls. The Junejo group 
will have less electoral significance, 
especially in Punjab, Pakistan's most 
populous state, because it no longer has 
the advantage of official backing. But 
patronage politicians who have chosen 
to side with Punjab Chief Minister 
Nawaz Sharif, secretary-general of the 
other PML faction, will have the disad- 
vantage of participating in elections 
without a nationally known leader. 

Sharif and his colleagues are now try- 
ing to form a broad-based alliance of all 
anti-PPP groups, including religious 
parties and the National People's Party 
led by Ghulam Mustafa Jatoi, a re- 
spected lieutenant of Bhutto's father. 
Such a grouping would also have the 
tacit support of the army, which would 


prefer to have a moderate coalition gov- . 


ernment rather than one dominated by 
the PPP and its regionalist allies. 
Despite the political parties’ op- 
timism that elections would be held on a 
party basis, there is still a possibility that 
Ishaq Khan might have to hold them 
under rules framed by Zia as the Su- 
preme Court may not decide the issue in 
time for the elections. The opposition 
has demanded the dismissal of the 
caretaker cabinets to reduce the advan- 
tage which the incumbent politicians 
would have under partyless elections, a 
demand so far ignored by Ishaq Khan. 
However, if Zia's ministers do not de- 
liver and the attempts to put together 
party alliances further confuse the poli- 
tical scenario, Pakistan could face a 
eriod of instability which might force 
Ishaq Khan and the military to revise 
their strategy. ü 
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OUR NETWORK OF 
20 DEALING ROOMS 
WILLACT FOR YOU 
AROUND THE CLOCK. 
AS SURELY AS 
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A bank with more than twenty deal 
ing rooms around the world is, to say 
the least, unusual. 

A bank which fully harnesses 
this resource to benefit its customers 
is exceptional. 

Standard Chartered has the 
dealing rooms, and the communica- 
tions systems, to deal on your behalf 
twenty four hours a day. Our Globe- 
watch service will execute your stop 
loss or target orders in London, Hong 
Kong, New York and, if necessary, 
a further seventeen major financial 
centres. 

We can also arrange for you 
to deal directly with a Standard 
Chartered dealing room outside 
your local time zone. 

And because of our involve- 
ment in so many of the world’s key 
economies, no other bank can trade 
continuously, on both a spot and 
forward basis, in a larger number of 
currencies. 

Foreign exchange dealing is 
just one way in which Standard 
Chartered co-ordinates the strengths 
of a worldwide network, to give you 
a more flexible, Imaginative and 
commercially valuable service. 

To find out more, contact your 
nearest branch. 


Standard «Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 
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ngkong 
sraeli citizen, who was 
wo years’ imprison- 
for possessing six false 
his jail term reduced 
appeal. Gafni played a 
as a “middleman” in 
| deals and the fake 
sed for j journeys to Pe- 
secution by the Hong- 
this role had been pub- 
dthe British press. 
tions which remain 
| n Jafni case are: 
» Why did Tongkong and British au- 
a take action so embarrassing to 
China? a 
» Who leaked the story to the British 
and local press and why? 
» Why wasn't anyone prosecuted for 
contempt of court involved in writing 
about matters which were 
sub-judice? 

On 19 August; the court of 
appeal accepted: that Gafni 
and five Israeli men had used 





the false passports to enter | ~ cou A 


China because the two coun- 

tries have no diplomatic rela- 

tions, and they had not used 

them to deceive” the .Hong- 
kong authorities. - vos 

The case gave a glimpse 

| ' Sino-Israeli de- 

fence dealings. | 








‘hina’ s firm 
refusal to recognise Israel 
until the Palestinian question- 
is solved has done little |. 
to hold back a trade which 
has been steadily growing 
since the late 1970s and is 
now worth billions of US dol- : 
lars. - 
A deal to provide 105-mm 
cannons for Chinese tanks re- 
portedly cost US$3 billion. 
Other deals, according to diplomatic 
sources and press reports, included 
Chinese procurements of tank and mis- 
sile technology, a radar system from the 
now-defunct Israeli Lavi fighter aircraft 
project, communications equipment 
and expertise acquired from Israel’s in- 
volvement in three past Middle East 
wars. One source said the Israeli con- 
nection to China was first revealed at 
the National Day military parade in Pe- 
king in 1984 when tanks were seen to 
| have Israeli-made or designed can- 
nons. 
One of the key middlemen in Israeli 


“| arms deals to China had been Shaul 
.| Eisenberg, a reclusive Austrian-born 
4 Jew who built a trading firm in Japan 







at after World War II which often ignored 
Western trade embargoes. A staff mem- 
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v the gaff? 


ay unanswered in case of Israeli arms dealer 





ber in Eisenberg’s Hongkong office de- 
nied arms deals, insisting the firm dealt 
simply with “machinery.” But about 
two years ago, an Israeli source said, 
China seemed to be unhappy with 
Eisenberg’s middleman charges, looked 
for additional channels to Israel and 
found Gafni. 

The prosecution and exposure of 
Gafni have been intriguing. The story ap- 
p to have been deliberately leaked 

y government officials knowing full 


well that, when published, 


cause great embarrassment to China. 
Since the signing of the Sino-British 
Joint Declaration setting out Hong- | 
kong's return to China in 1997, London 
has gone to considerable lengths not to 
annoy Peking. Local observers have 
also questioned why a local newspaper 


ran the story before the case came to 
trial at the risk of being charged with 
contempt. 


Ov scenario was that given a re- 
cent deterioration of British-Israeli 
relations and possible British commer- 
cial interests in China and the Middle 
East, British officials tipped off the 
Hongkong police about Gafni's illegal 
activities. Some diplomatic sources 


speculate that the Americans were also | 
they | 


involved, probably because 
wanted to stop Israel from selling ad- 
vanced military technology to China. 

On 3 April, one month before 
Gafni’s trial, Hongkongs Sunday 
Morning Post ‘and the London Sunday 
Times newspapers, published a story 
about five Israeli military scientists 


it would | 
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decessor, Thomas, had cracked d 








































travelling to Peking last year vi 
kong using forged passports. 

The Post story did not name 
but wrote of a “middleman” whe 
rested in December, charged with 
sessing forged documents and 
nad pleaded not guilty. Gafni's 
told the court the details in the st 
could only have come from highly 
dential documents seized by the 

A police source said the lez 
probably come from the governm 
Legal Department because some c 
information in the Post story wa 
to police. The source said the sto 
quoted from documents whicl 
available to the police, such as a 
from the director of Public 
tions, Jim Findlay, to then 
general Michael Thomas. The si 
said the leak probably came - 
frustrated investigators who. 
concerned that the case might 
dropped. Certainly Israel, and: possi 
China, applied diplomatic pr essure Tc 
this. 

During the trial, District 
Judge Bernard Downey expressed 
“strong disappointment in one of the r 
gans of the fourth estate for 
printing matters so gross 
prejudicial before the trial. 
The court was told an invest 
gation was under way to fin 
the leak. The government's 
Security Branch at first de- 
nied any knowledge of the 
case; it later admitted it owe 
conducting an investigation, 
but said the result would n at 
be disclosed. Meanwhile, At- 
torney-General lerem 
Mathews said the Post would 
hot be prosecuted for con- 
tempt of court. 

.ertainly to Israeli 

vers this is extremely 
"T here i is NO eoar ther 






















tween the British ; author 
and: ^2 


. the prosecutors. | 
. local press," said an Is 
source. 


Post editor-in-chief Joh 

Dux said the newspaper decided to pub 
lish the story after looking at a 
aspects, including contempt and pub 
lic interest. He said he did not be- 
lieve the story was in contempt and: 
the government believed it was, 
would have taken action. He said it wag 
“ridiculous” to suggest there was colli 
sion between the newspaper and th 
government whereby information wa 
leaked to the Post with an assuran 
that it would not be prosecuted if it ra 
the story. 
However, lawyers contacted by th 
REVIEW said they were surprised t 
Mathews had taken no action. His p 


hard on contempt, with local ne 
papers heavily fired in five cases o 
1983-84. 
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FOREIGN RELATIONS 


The end of an era 


Bilateral irritants emerge in Sino-US ties 


By Nayan Chanda in Washington 


AS US Defence Secretary Frank Car- 
lucci prepares for his early Sep- 
tember visit to China, there is an in- 
creasing acceptance in Washington of 
an end to anera in Sino-US relations. In 
recent years US-Soviet as well as Sino- 
Soviet ties have improved markedly and 
Washington's China connection has lost 
much of its strategic attraction. 

The toasts and speeches during Car- 
lucci's visit may provide the public as- 
surance of unchanged friendship that 
Peking wants before the change of an 
administration in Washington. But the 
debate inside the Reagan administra- 
tion over whether Carlucci should visit 
China points to the changed times. 

The REVIEW has learned that a sec- 
tion of the administration strongly op- 
posed the Carlucci visit on the grounds 
that it would a send wrong signal to Pe- 
king. Although the US has repeatedly 
urged China not to sell ballistic missiles 
to third countries, Peking is still be- 
lieved to be looking for buyers. Some 
officials argued that quiet diplomacy 
rather than public pressure would have 
a better chance of persuading China to 
change its course. In the event, as a 
show of even-handedness — Carlucci 
had visited Moscow in July — the de- 
bate was resolved in favour of a Peking 
visit. 

The REVIEW has also learned that 
the Pentagon has been considering 
some military sales to China. But unless 
China can assure the US that it will not 
sell any more ballistic missiles to third 
countries, it will be impossible to obtain 
the necessary congressional approval. 
In fact, in the current mood on Capitol 
Hill, any significant technology transfer 
to China could provoke opposition. 

Eight years ago presidential candi- 
date Reagan caused a crisis in Sino-US 
ties by calling for official relations with 
Taiwan. However, Reagan was per- 
suaded of the more important impera- 
tive to counter Moscow, and moved to 
improve ties with Peking. Con- 
sequently, China made three major 
gains: an implicit US insurance against 
the Soviet threat, better access to US 
trade, technology and arms transfers, 
and Washington’s backing in dealing 
with regional conflicts. 

However, with the emergence of a 
conciliatory Soviet approach under 
General Secretary Mikhail Gorbachov 
and the demonstrated American mili- 
tary superiority over the Soviets, Peking 
now feels less threatened by Moscow. 
Its border dispute with the Soviet Union 
is on the way to resolution. Chinese and 
Soviet officials began a meeting in Pe- 
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king on 27 August to discuss the Cam- 
bodian problem, which could pave the 
way for a Sino-Soviet summit. The 
triangular diplomacy in which Moscow, 
Peking and Washington exerted pres- 
sure on one centre by drawing closer to 
another has lost much of its earlier 
power. 

Washington's public endorsement of 
the improvement in Sino-Soviet ties 
could be seen as a graceful acceptance 
of the inevitable. But in private, few in 
Washington worry that Sino-Soviet re- 
lations will go back to the alliance of the 
1950s. US officials say that despite 
China's independent puus it will 
have to lean to the 
West for a long time for 
the sake of economic 
growth and modernisa- 
tion. 

The dilution of the US 
strategic rationale behind 
the China connection has 
seen the emergence of 
other problems in bila- 


teral relations. As a 
Washington official 
explained: "The time 


when China policy was 
formulated in the context 
of a global strategy has 
given way to a situation 
where a variety of specific 
concerns — like weapons 
proliferation, diversion of 
technology and human 
rights — drive the China 
policy." In recent months 
China has complained 
about US export controls on hi-tech 
products, US Congress' championing of 
human rights in Tibet and severe quota 
limitations on Chinese textile exports to 
the US. 


he most troubling issue has been 

China's aggressive arms sales, in- 
cluding the supply of Silkworm anti-ship 
missiles to Iran and CSS2 ballistic mis- 
siles to Saudi Arabia. As these missiles 
could threaten US ally Israel, there has 
been strong reaction in the US Con- 
gress. A confidential Pentagon report is 
known to have argued that Peking was 
posing a challenge to the US by selling 
missiles to Saudi Arabia. The report 
concluded that the sale was not just a 
move to make a fast buck but a decision 
taken at the highest level in Peking to 
confront the US in the Middle East. 

The report's conclusion, however, 
has been challenged by others, who see 
a mercantile rather than political moti- 
vation behind the sale. Nevertheless, 
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Carlucci with Soviet Defence Minister AZOV: even-handed. ~ 


even a senior official, who had long ad- 
vocated close ties with China, acknow- 
ledged that China’s willingness to go 
ahead with the missile sales showed a 
lack of concern about the strategic re- 
lationship with the US. 

According to an official familiar with 
Sino-US discussions, when Secretary of 
State George Shultz visited Peking in 
July, he acknowledged the Chinese 
right to sell weapons abroad. But Shultz 
added that the sale of Chinese CSS2 
missiles to the Saudis was objectionable 
because it destabilised an already vo- 
latile region. Moreover, such a weapons- 
sales policy also weakened the political 
consensus within the US in support of 
China. In this context, Shultz pointed to 
a letter signed by a number of US legis- 
lators demanding a cutoff of American 
arms supplies to Peking. 

The Chinese are known to have re- 
sponded that they had sold the CSS2 to 
the Saudis only and not to any other for- 
eign power. The US continues to be 
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concerned because Peking did not 
pledge to end such sales. The Chinese 
also refused to hold separate negotia- 
tions with Washington on the question 
of proliferation of missiles. This refusal 
suggests, one source said, the Chinese 
do not want to “level with us.” 

When asked by Shultz about the re- 
ported negotiations to sell M9 missiles 
to Syria, the Chinese flatly said that 
there were no such missiles. Confronted 
with the brochure produced by the 
Chinese for their arms-sales exhibi- 
tions, the Chinese replied that it was 
“just a concept.” The US suspects that 
the Chinese were talking to countries to 
secure orders before going into mass 
production of the M9. 

The Carlucci trip may provide some 
indications on whether the simmering 
tension between the US and China will 
continue or whether China will con- 
clude that a few more billion dollars 
from missile sales are not worth a dam- 
aged relationship with Washington. E 
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The State Bank of New South Wales, Australia's fifth 
larges trading bank, has set up a Representative Office in 
Hong Kong to service our Clients' needs in the region 

Located at Suite 2904, Three Exchange Square, the 
Representative Office will be headed by Chief Manager, Mr. 
Garry Webster 

Mr. Webster has many years experience in Corporate 
and International banking and will have direct contact with 
Government bodies and the financial markets and 
institutions in the region. 

otate Bank of New South Wales, 

Suite 2904, 

Three Exchange Square, 

8 Connaught Place, 

Hong Kong. 

























By Manik de Silva in Colombo 


"he opposition Sri Lanka Freedom 
| Party (SLFP), with hopes of winning 
he coming presidential and parliamen- 
ry elections, is softening its once stri- 
ntly anti-Indian rhetoric. Its leaders 
yw acknowledge Sri Lanka must y 
ith the “geopolitical reality” of 
uge neighbour. 
~The shift in the SLFP came after four 
| recent parliamentary by-elections in 
| which it won only one seat — though it 
_ did attract more votes than before. Its 
opposition to the 1987 Indo-Sri Lanka 
accord, under which a 50,000-strong In- 
dian peacekeeping force was allowed 
-into provinces where Tamil terrorists 
operate, has hitherto been at the heart 
- of the SLFP's campaigns. Now, with the 
. presidential election in December and 
| the parliamentary election to be held 
before August 1989, the party feels it is 
better to focus on economic issues. 
|. Reflecting this shift, Anura Ban- 
daranaike, the son of former prime 
-| minister Sirima Bandaranaike who is 
| the leader of the parliamentary opposi- 
| tion, stressed to the Madras-based The 
| Hindu newspaper recently that the 
|]. SLFP was not anti-Indian. “Even if it 
|. disagreed with aspects of Indian policy. 
| Sri Lanka cannot be hostile to India," 












By Salamat Ali in New Delhi 


“Whe two-year-old violent Gurkha 
E agitation for a separate state was set- 
tled i in August with the Gurkha National 
iberation Front (GNLF) signing two 
reements with the communist state 
overnment of West Bengal and the cen- 
'al government in New Delhi. Although 
oes not appear that anyone has come 
ut ahead, observers are generally ag- 
d that the Congress-ruled central 
government has lost credibility with 
oth the Bengalis and Gurkhas. 

The Gurkhas have been given a Dar- 
eeling Gurkha Council instead of the 
parate state they had demanded, the 
alcutta government is faced with put- 
g together an economy severely dis- 
upted it in Med ud iis fois | in the 











ith power in mind, opposition SLFP softens to India 





he said. “This is a geopolitical reality 
. we have to deal with India, India is 
our neighbour, India is our friend and 
we would like to deal with India." 
Bandaranaike, whom the newspaper 
described as “more measured or moder- 
ate" on the accord than before, said that 
though the SLFP did not demand the 
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Gurkhas sign agreement domi two years of bloodshed 


Communist Party of India—Marxist 
(CPI-M) state government. 

The CPI-M and Chief Minister Jyoti 
Basu had long supported the creation of 
an autonomous Gurkha region within 
West Bengal and the inclusion of the 
Gurkha's Nepali language among 
India's constitutionally recognised na- 
tional languages. New Delhi had rejected 
this. The GNLF, led by Subhas Ghising, 
demanded a separate state, which the 
Bengalis opposed. The GNLF had also 
asked for separate army units compris- 
ing Indian Gurkhas. 

The first agreement, signed between 
Calcutta and the GNLF, provides for the 
creation of the Gurkha council in Dar- 
jeeling which will be a “super” munici- 


| pal body with well-defined local func- 


tions. Ghising's demand for an interim 
council to be run by the GNLF was re- 
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troops, if the party should form the next 
government it would not want them to 
stay. "Your [India's] elections are com- 
ing next year and [Indian prime minis- 
ter] Mr [Rajiv] Gandhi cannot afford to 
have the Indian army not making the 
slightest impact in a foreign country. 
And we don't want them here either. So 
the quicker they do the job they've 
come to do and get off, the better," he 
said. 
Far from wanting to scrap the ac- 
cord, the SLFP now wants to re- 
negotiate some aspects of it. These are 
related to the provision for the merger 

of the predominantly Tamil Northern 
Province with the Eastern Province 
where the Sinhalese and Muslims to- 
gether outnumber the Tamils, and 
India's lack of reciprocity in the letters 
exchanged between Gandhi and Sri 
Lankan President Junius Jayewardene 
when the accord was signed. 

The SLFP's new position is a far cry 
from that it adopted during campaign- 
ing for provincial council elections in 
May when it described the signing of the 
accord as a "sell-out." And on 29 July 
last year, when the accord was being 
signed in Colombo, Bandaranaike even 
wrote to Gandhi saying: "You know 
from recent experience what fate awaits 
such agreements . . . what you are about 
to do today is the greatest betrayal of my 
country. 

Bandaranaike, who freely admits 
that there are no permanent enemies or 
permanent friends in politics, now 
stresses the excellent relations previous 


jected. The state legislature will have 
jurisdiction over the council and the 
state government will continue to run the 
courts, police and state-financed public 
works like roads. 

In the second agreement, New Delhi 
agreed to issue a gazette notification to 
clarify that Gurkhas in Darjeeling were 
Indian citizens and not Nepalese citi- 
zens, as was commonly believed by many 
Indians. The army would also be in- 
structed to recruit Indian Gurkhas into 
units other than Gurkha regiments. 
Ghising conceded that his demand for 
separate Gurkha army units would be 
difficult to meet because New Delhi was 
trying to discourage ethnic and caste- 
based regiments like the Sikhs, 
Marathas and Jats. The Gurkha’s lan- 
guage demand was dismissed. 

Most of the Bengalis and Gurkhas 
support the accords, but perhaps fearful 
of a backlash from his community, Ghis- 
ing has said he will not contest the coun- 
cil but will go back to writing novels. Ob- 
servers believe, however, that he will 
eventually make a bid for the chairman- 
ship of the council. 

The Gurkha accords are being touted 


asa triumph: for the central government, 
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SLFP governments have had with India. 
A future SLFP government, he said, 
would make every effort to normalise 
relations between the two countries. 

The current signs are that the presi- 
dential election will be called before 
the parliamentary elections. Mrs Ban- 
daranike, the declared SLFP presiden- 
tial candidate, plans to launch her cam- 
paign on 2 September, a date consi- 
dered auspicious for her. Jayewardene 
says he is still disinclined to seek a third 
term, though there is pressure on him to 
stand, and the ruling United National 
Party (UNP) may not make a decision 
unti mid-Neeimbes. 


ayewardene will be 82 years old in 

September and is physically fit and 
mentally alert. He is conscious of the 
frailties of age, however, and after a poli- 
tical career that has spanned 50 years is 
loath to fight any election he is not sure 
of winning. But he refuses to speculate 
who the next UNP candidate could be. 
Prime Minister Ranasinghe Premadasa 
has made it known that he will only ac- 
cept the candidacy if it is the party's 
unanimous decision and it looks in- 
creasingly certain that he will get that. 

Premadasa has had a high profile re- 
cently. On 25 August, he presented to 
a government parliamentary group a 
crash programme to create 115,000 
jobs by December and another 850,000 
within the next two years. He told the 
group that the Treasury had been scep- 
tical of any more than 40,000 jobs being 
created but he added that after 
Jayewardene intervened, a way has 





but they appear to be more of a victory 
for the CPI-M, whose stand has gener- 
ally prevailed. Basu is not pressing his 
claim for recognition yet. But already, 
CPI-M members are arguing that the 
bloodshed and damage in Darjeeling 
could have been avoided had their 


been found to meet the 115,000 target. 

Premadasa, who chairs the mani- 
festo committe of the UNP, has also 
been pushing two state-owned commer- 
cial banks to appoint several thousand 
rural agents to channel funds for village- 
based development. He told govern- 
ment members of parliament that the 
Bank of Ceylon alone would provide 
14,000 such jobs. 

Jayewardene is keen on having pro- 
vincial council elections in the Northern 
and Eastern provinces for a merged 
North-East provincial council within 
the next few weeks. He is conscious that 
conditions are far from normal in these 
areas despite the presence of the Indian 
troops. According to figures presented 
to parliament last month, 44 civilians 
were killed in these districts in the 
month ieee d 15 August. During the 
same period three policemen and 11 mi- 
litary personnel were also killed, while 
in the predominantly Sinhalese south 
there were as many as 23 political mur- 
ders during the same period. 

Although the Indian army has kept 
up the pressure on the dominant Libera- 
tion Tigers of Tamil Eelam (LTTE), it is 
clear that the terrorists are still capable 
of wrecking any provincial elections if 
they so choose. Both Colombo and New 
Delhi know that the LTTE can intimi- 
date many people into not voting. 

Jayewardene appears keen on taking 
the risk that a poor voter turnout will be 
a loss of credibility. The indications are 
that these provincial elections could be 
held before December's presidential 
election. oO 





party’s proposal for an autonomous 
hill council been accepted when the 
Gurkhas made their first demands in 
early 1986. 

As it was, the ensuing terrorism 
wrecked the economy around Darjeel- 
ing. There were staggering production 
losses in the tea gardens, tourism, the 
area’s second highest revenue earner 
after tea, was virtually wiped out, there 
was severe damage to public utilities and 
a major setback to forestry. 

After talks were concluded in New 
Delhi at Home Minister Buta Singh's of- 
fice, Basu shook hands with Ghising and 
told him they would both have to return 
to New Delhi soon. “Why?” asked a puz- 
zled Ghising. Basu replied: “We will 
have to ask Buta Singh for money to give 
some meaning to the accord we have 
both signed.” 

The conservative Tribune newspaper 
said New Delhi would have to pay the 
price for “some silly games during the 
protracted struggle.” It rejected the 
CPI-M charge that New Delhi had en- 
couraged the Gurkha violence. But, as 
the Tribune pointed out, it was New 
Delhi in the end which had lost its credi- 
bility. 





THAILAND 


Put politics 
aside 


Human-rights activists seek 
amnesty for political prisoners 


By Paisal Sricharatchanya in Bangkok 

poo human-rights and student 
groups, looking to new Prime Minis- 

ter Chatichai Choonhavan for à more 


sympathetic hearing than they got from - 


his predecessor, Prem Tinsulanond, are 
seeking a general amnesty for political 
prisoners. A similar campaign was 
mounted to coincide with King 
Bhumibol Adulyadej's 60th birthday in 
December 1987, but Prem ignored it. 

Chatichai reacted favourably to a 
petition delivered to him on 18 August 
which urged his administration to con- 
sider such an amnesty. The petition was 
filed by a human-rights organisation 
from Bangkok’s Ramkamhaeng Uni- 
versity, a large "open-campus" institu- 
tion. 

Should the government look upon 
the idea favourably, it would then need 
to secure parliamentary approval of 
special legislation drafted to effect the 
amnesty. With the new administration 
now preoccupied with getting the fiscal 
1989 budget approved, which takes ef- 
fect in October, it is unlikely the am- 
nesty proposal will get much attention 
soon. 

The student unions at Ram- 
kamhaeng and Thammasat University, 
in conjunction with various private 
human-rights groups, are planning a 
series of seminars and public campaigns 
between early September and October 
to highlight their cause. Sources say par- 
liament's opposition alliance is likely to 
throw its support behind the amnesty 
proposal. 

rominent human-rights lawyer 
Thongbai Thongpao, a prime mover be- 
hind last December's campaign, said 
the current drive is aimed at obtaining 
the release of all political prisoners 
Standing trial or serving jail sentences, 
These would include: 
» Twelve suspects are believed involv- 
ed in a coup attempt in September 1985. 
Among the 12 is former prime minister 
Kriangsak Chomanan who, though free 
on bail, has been standing trial on sedi- 
tion charges for the past three years. 
Four fugitive coup suspects, including 
former Young Turks leader Col Man- 
oon Rupkhachorn, now living in West 
Germany, would also benefit from the 
proposed amnesty. 
» Twelve suspected communists, who 
have been standing trial in Bangkok's 
military court — some for as long as four 
years. 
» Six suspects facing lese majeste 


= 
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charges in Bangkok's criminal court for 
distributing leaflets considered de- 
famatory to the royal family. 


> About 20 convicted Muslim 


separatists of the Pattani United Libera- 
tion Organisation and Barisan Nasional 
Revolusi movements who are serving 
jail sentences ranging from 50 to more 


than 200 years in Bangkok’s Bang 
Kwang maximum-security prison. 

» Some 28 prisoners, including 20 held 
at Bang Kwang, who were sentenced 
without trial to life terms on various 
charges on the summary authority of 
several prime ministers in the late 1970s. 


CHINA 


» About 30-40 ageing Chinese immi- 
grants held in Bangkok's Klong Prem 
jail who were arrested on charges of 
running an underground lottery and 
hoarding essential goods. They are 


awaiting deportation to China, but Pe- | 


king's reluctance to take them back has 
condemned them to indefinite sen- 
tences. 

In addition to these cases, the 
human-rights groups are seeking a total 
amnesty for an estimated 2,000 defec- 
tors from the outlawed Communist 
Party of Thailand (CPT) who surren- 
dered to the authorities under a govern- 


Year of the generals 


PLA soon to reintroduce badges of rank 


By Tai Ming Cheung in Peking 
W hen China's soldiers again start 
wearing badges of rank on 1 Oc- 
tober — after a 23-year hiatus — one of 
the most complex reforms of the 
People's Liberation Army (PLA) will 
have been completed. The ranks are 
part of a new personnel-management 
system in line with the PLA's ambitions 
for modernisation. 

Although the new ranks will not be 
made public until October, the REVIEW 
has learned of those that will apply to 
the senior military leadership. There 
are four general-officer grades: a four- 
star senior general, a three-star general, 
à two-star lieutenant-general and a one- 
star major-general. Below these levels 
there will be an additional seven ranks, 
ranging from senior colonel down to 
second lieutenant. 

The only four-star general will be 
Hong Xuezhi, à ceput secretary-gen- 
eral of the powerful Central Military 
Commission (CMC) and former direc- 
tor of the General Logistics Depart- 
ment. Below him will be 17 three-star 
generals, the majority of whom will be 
based in Peking. Only two will be based 
in the military regions elsewhere — the 
current Nanjing Military Region com- 
mander Xiang Shouzhi and the 
Chengdu political commissar, Wan 
Haifeng. 

The chiefs of the general staff and the 
political and logistics departments will 
also be generals, as will Defence Minis- 
ter Qin Jiwei, air force commander 
Wang Hai and the powerful and conser- 
vative political commissar of the Na- 
tional Defence University, Li Desheng. 
There will also be 146 lieutenant-gener- 
als — four of them women — whose num- 
bers will come from deputy department 
chiefs, junior military region command- 
ers, political commissars and their dep- 
uties, and commanders of group armies. 





The awarding of four stars to Hong 
came as a surprise to some diplomats, 
who believed the leadership would 
award the top general three stars. 
Hong's position at the top of the mili- 
tary pecking order is a reflection of his 
loyalty to the present reformist leader- 
ship, analysts say. Ranks at this senior 
level are decided by the political trium- 
virate heading the CMC — senior 
statesman Deng 
Xiaoping, Chinese 
Communist Party 
General Secretary 
Zhao Ziyang and 
State President Yang 
Shangkun — who de- 
cide promotions based 
on “current job posi- 
tion, moral character, 
ability, job perform- 
ance, contributions to 
the revolutionary 
cause and military 
career background." 

That many of the 
top-rank assignments 
will be based on politi- 
cal criteria is likely to 
strengthen further the 
partys grip on the 
army. According to 
the new rank regula- 
tions, the CMC chair- 
man approves all promotions from col- 
onel upwards. With Zhao expected soon 
to take over officially the CMC chair- 
manship from Deng, this will allow him, 
in theory at least, to have a powerful say 
in appointments that reach into the very 
heart of the PLA. 

It has taken eight years from the time 
the decision was first taken to rein- 
troduce ranks to the PLA. A major 
reason for the delay was the strong op- 
position encountered within the PLA. 





HÀ 
Hong: loyalty to reformers. 


n-arms" policy introduced in 
1980. The policy was aimed at re- 
habilitating the rebels and allow- 
ing them back into society's main- 
stream. 

Thongbai said that amnesty legisla- 
tion is needed for this group because of 
their uncertain legal status. “The policy 
under which they have surrendered is in 
the form of an order issued by the 
former prime minister — it is not a law," 
he said. The defectors' past association 
with the CPT leaves them open to va- 
rious criminal charges for which the sta- 
tute of limitations is 20 years. Oo 
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An important source of friction has 
been how to handle the relationship be- 
tween length of service and ability. As 
in Chinese society at large, there is a 
strong tradition of promotion on the 
basis of length of service. The PLA's 
officer corps tends to be older than 
those of other armed forces. Officers at 
army corps level and above have an 
average age of 51. Hong is 75. 

However, the PLA is now attempt- 
ing to adopt modern military technol- 
ogy, and this demands younger minds 
able to learn and digest contemporary 
data. Military chiefs are concerned that 
many ageing officers will be unable to 
do so. Although the PLA has been en- 
gaged in slashing its numbers in recent 
years, an analyst said "it has been on an 
ad-hoc basis. This is 
not what a military or- 
ganisation wants. It 
wants to get rid of ex- 
cess numbers sys- 
tematically.” Under 
the new ranking sys- 
tem, officers will have 
to retire if they do not 
reach a specific rank 
by a stipulated age. 

Recently, there 
has been a spate of 
publicised cases of 
officers being de- 
moted because of 
poor performance. 
One report in May 
said 57 officers from 
the Nanjing military 
region were down- 
graded because of 
“poor work attitudes.” 
This is an important 
departure from past practice, under 
which officers were demoted only for 
serious wrongdoing. 

The new PLA structure is also de- 
signed to reduce the top-heavy ratio of 
officers to other ranks. At present there 
is one officer to every 3.3 soldiers, com- 
pared with 1:4.6in the Soviet Union and 
1:6.2 in the US. The development of a 
non-commissioned officer corps is being 
emphasised to bridge the gap between 
conscripts and officers. 



































Results D es 
The unaudited consolidated results of Cathay Pacific Airways Limited for the six months ended 30th June 1988 were: 
d Six months ended Year ended 
...3Uhjune — 31st December 
1988 1987 1987 
E. HK5M HESM OHKIM 
Turnover — — 6,947.1 — 5,3053 11,708.7 
Operating prot ! 1,658.2 1,2262 2,943.5 GE 
Net finance charges 418.2 _ 1723 35 — (0 
Net operating profit 1,240.0 1,053.9 2,510.0 4 1 
Share of profits of associated companies —— 45.4 — 33.6 70.9 
Profit before taxation 1,285.4 1,087.5 2,580.9 
Taxation i | 256.4 251.8 230.3 
Profit after taxation 1,029.0 835.7 2,130.6 
Minority interest m 7.7 "E. 9 NNLLA 8 
Profit attributable to shareholders 1,021.3 828.8 2,115,8 
Dividend 257.8 245 .B02.0 
Retained profit i 763.5 | 6140 13138 
Earnings per share m 35. ie 29.36 __ 74 3€ 
Dividend per share . 9.0€ 3.5€ 28.06 
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Interim dividend 
The directors of Cathay Pacific Airways Litnited have today declared an interim dividend for 1988 of 9.0€ per share. 


The interim dividend will be paid on 30th September 1988 to shareholders registered at the close of business on 23rd 
September 1988; the share register will be closed from 16th ee aca 1988 to 23rd September 1988, both dates inclusive. 


Prospects - 
The growth in both air passenger and cargo markets, particularly within the Asian region, continues with little sign 
of abatement. Operating costs remain relatively stable and despite some recent strengthening in the United States 
-. dollar, and therefore the linked Hong Kon ie Company continues to benefit from the relative strength of 
foreign currencies in which most of its revenues are earned. There isno immediate sign of any significant and adverse 
change to any of the factors which materia ly af fect the Company’s profitability and in these circumstances | again 
expect another good result for the year as a whole. 
The full interim report will be sent to all shareholders on 5th September 1988. 







D.A. Gledhill 
Chairman 
Hong Kong, 24th August 1988 
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Bertil Lintner in Bangkok 

| Any new, reform- 
oriented Burmese 
government will have 
to find an eco- 
nomic balance for 
the "two" Burmas: 
the sparsely popu- 
lated, but mineral- 
rich, peripheral areas 


BURMA where the ethnic 
PROGILE minores dwell and 


the more populous, mainly agricultural 
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- latter an overhaul of the rice-growing 
and supply structure. 
Even prior to independence Burma 


oosely administered Frontier Areas, 
ow the mountainous Kachin, Shan, 
hin, Arakan, Karen and Mon states. 


i population of 38.8 million live in the 
j minority states which make up approxi- 
. mately 60% of the country's area. 
The states are rich in natural re- 
sources. Kachin state in the north, 
for example, has a population of 
nly 1 million, but it also has the 
Ountry's most important reserves 
f jade, gold, rubies, sapphires 
nd several other minerals. But 
nly a small percentage of people 
in the minority states are engaged 
an mining and commerce. Most 
are still farmers. 
A new government would have 
.to grapple with how to collect and 
"distribute fairly revenue from 
"both the central and peripheral re- 
gions, where to locate the new in- 
-dustries needed to process these 
aw materials — and, more im- 
Ortant, how much regional au- 
onomy should be given the ethnic 
norities. As it is, the Burmese Gov- 
nt today controls little more than 
main towns in Kachin and the few 
d badly maintained roads between 
m. The surrounding countryside 
its jade and gems mines are almost 
otally controlled by separatist Kachin 
uerillas. 
- In the rice-growing Burmese heart- 
and, land ownership, procurement of 
ice and incentives for farmers remain 
major problems with the potential to be- 
‘ome explosive political issues. 
Before independence, the British 
‘ncouraged small farmers to own land, 
out absentee landlordism nevertheless 
rew, especially in the main agricultural 
rea in the Irrawaddy River delta re- 
on, when impoverished farmers had 











- regions in central Burma. The former | 
- needs sensitive extraction policies, the | 


was divided in principle along the same | ren | i „Ani 
nes, into “ministerial Burma” or“Burma | Nationalisation Act in 1954 redistri- 
roper” — today formed by the seven di- 


isions in the plains — and the more | 


Only a third of Burma’s estimated | 
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wo halves to the country need to be made into a whole 


(— 


This is the first in a series of REVIEW 
briefings on Burma to give readers 


the necessary background to follow 
current developments. 





to mortage their land to repay loans. 
Many of the money-lenders were trom 


| the Indian chettiar, or merchant class, 


thus giving the issue racial undertones 


| as well. | 


In the early 1950s, after indepen- 
dence, rural indebtedness and landlord- | 
ism became important issues when | 
communist insurgents were fairly suc- | 
cessful in organising peasants in "no 
tax, no rent" campaigns. The Land | 
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buted some of the land but absentee 
landlordism continued. After the 1962 | 
military coup, the ruling Burma 
Socialist Programme Party (BSPP) | 


| abolished tenancy rents and at first a vil- | 


lage land committee and later the lo- 


| CROWDED HEARTLAND. 
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Mandalay Division 
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Shan State 
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Kayah State 





cal people’s council, or dendi 


use. 

The rice-buying system proved to- 
tally unrealistic. True, many of the old 
landlords lost their former influence | 
and those of Indian origin, a considera- | 
ble number, left the country. But rather 
than creating a class of free peasants, 
the new system delivered power over 
rice matters into the handsof retired army | 
officers and corrupt officials who filled | 
the posts in the local people’s councils. | 
Rural poverty remained unalleviated. | 
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The res s chaotic purchasing 
and  rice-grading policies. Burma 
specialist Josef Silverstein of Rutgers 
University in the US has argued that the 
BSPP's failure to distribute basic con- 
sumer goods gave the farmers no incen- 
tive to produce more. According to the 
new regulations, a farmer was obliged 
to sell most of his crop to the govern- 
ment at prices well below the free-mar- 
ket rates. Sometimes, to fill unrealistic 
government quotas and also feed their 
own families, farmers even had to buy 
rice on the black market. 

According to official statistics, 
63,3396 of the workforce is engaged in 
agriculture, but for many vears now à 
sizeable portion of them have been 
forced to supplement their incomes by 
working as porters carrying contraband 
to and from Thailand, or by selling 
cows and water buffaloes across the bor- 
der. 

Reforms, implemented last year, 
lifted the old restrictions, and on 2 
February Radio Rangoon announced 
that cooperatives and private entre- 
preneurs had been granted permission 
to export different grades of rice. 

Farmers and local traders hailed the 
reforms but the inevitable outcome was 
that as rice was now in private hands 
much of it went to the black market and 
the government no longer had enough 
rice for export. Rice exports so far 
are believed to be less than 20,000 
tonnes, compared to 597,245 ton- 
nes in the fiscal year ending March 
1987. Rice exports have tradition- 
ally been a major foreign-ex- 
change earner for Burma and thus 
the economy could be heading for 
collapse. 

The ownership of land must 
also be settled. Burmese legisla- 
tion is ambiguous on this point. 
Most land is tilled by families who 
consider it theirs, but according to 

revious practice, the fields can 
e confiscated if farmers do not 
meet government quotas. 

In the past, the government 
managed to divert rural discon- 
tent from its political roots and 
turn it into communal clashes. 
The 1967 rice shortage, for instance, re- 
sulted in anti-Chinese riots in Rangoon. 
The authorities tried — unsuccessful- 
ly — to blame Indians for the recent 
unrest. 

Despite tough citizenship laws, 
under which “non-indigenous races" 
(that is, Chinese and Indians) have to 
prove that their families lived in the 
country before the first Anglo-Burmese 
war from 1824-26, Indians and Chinese 
still dominate the business communities 
both in Rangoon and in upcountry mar- 
ket towns. Recent economic reforms 
announced by the government are ex- 
pected to D more to these groups 
than to the highly politicised Burman 
public, to whom democratic reforms ap- 
pear more important. 
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Wherever your global investment strategy takes Brazil, Turkey, Greece, and Chile to our vast global 
you, Chase is there to help you. network. 


This year, we've already added Argentina, The fact is, Chase Global Custody services are 


Global Custody: another quality service from Chase. For more information, contact Chris Carlin in. Tokyo at 813-287-4150. 

















deals with more countries than Chase. 


now operating in forty-one locations. With responsi- billion dollars in pension trust and securities services. 
bility for over fifty-five billion dollars of securities. In global custody, nobody unites as many 
In the U.S., we take care of over five hundred nations for you as we do. 


Investment Management * Foreign Exchange * International Securities Lending * Global Cash Management « | Pension Trust 





YOUR NEW BASE FOR MIDDLE AND FAR EASTERN MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy 
for international companies to set up trading and 
industrial bases easier in the Middle East. 


Corporations such as Arco, British Petroleum. Black 


& Decker, McDermott, Halliburton, Union Carbide 
and Shell have already taken advantage of these 
exciting trade freedoms and benefits unique to 
Jebel All 


Just look at these advantages: 

a 100% foreign ownership. 

e Unlimited transfer of profit and capital. 

= No corporate taxes for a minimum of 15 years. 


e No personal income taxes. 

B No import duties/export taxes. 
m No sponsorship restrictions. 

e Unlimited cheap energy. 


With superb facilities including an extensive 
infrastructure, state-of-the-art communications, 
accommodation, hotels, hospitals, security and 
every modern amenity, this 45 sq. km business 
opportunity is your new frontier for Middle and Far 
Eastern markets. 


To find out about these freedoms contact: 


Jebel Ali Free 


Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dept. No. 07, P.O. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 56578 
Telex: 46580 TPAJA EM, Cable: PAJADUB UAE 





War-ravaged Iran moves to rebuild foreign economic and political ties 


Picking up the pieces 


By Rajendra Sareen in Teheran 

he guns of war have ceased to boom 

in the Gulf. While the deep suspi- 
cions between Iran and Iraq will inevita- 
bly make the Geneva peace negotia- 
tions protracted and  acrimonious, 
neither side fancies the revival of active 
hostilites. In such a situation Iran finds 
itself at the crossroads of whether to 
mend relations with foreign countries, 
particularly the superpowers. 

Traditionally, Iranian leaders have 
bothered little about regional relation- 
ships beyond the Gulf itself. But by the 
mid-1970s, the late Shah of Iran had 
widened the country's perspective 
beyond the immediate region. The 
emergence of the fundamentalist re- 
gime led by Ayatollah Khomeini put the 
country at odds with both the superpow- 
ers and sullied ties with other Western 
nations to varying degrees. Now Iranian 
leaders appear to be in a hurry to win 
friends and influence governments in 
most parts of the world, particularly 
Western Europe and Asia. 

The hangover of strident fundamen- 
talism and extreme nationalism is 
still palpable. Teheran's streets con- 
tinue to display prominently the formid- 
able slogans of yesterday, one of which 
says: “Neither East nor West.” Today 
Iranian leaders emphatically assert that 
they will never fully side with Moscow. 
Several of them made the point to the 
REVIEW that despite all the economic 
troubles arising from the US naval bloc- 
kade as well as the general apathy of 
most of the Western countries, Iran re- 
sisted the temptation to turn towards 
the Soviet Union. 

But the ink on another ubiquitous 
slogan, “Death to America,” is begin- 
ning to fade slowly. Although officials 
here strongly deny the 
suggestion, there are in- 
dications that informal 
contacts have begun with 
Washington. Ayatollah 
Hashemi Rafsanjani, the 

owerful speaker of par- 
lament, said recently 
that if President Reagan 
were to release the Iran- 
ian assets frozen by the 
US, "we will use our 
leverage in Lebanon to 
help resolve the issue of 
American hostages" in 
that country. 

Deputy Foreign 
Minister Mohammad 
Javad Larijani told the 
REVIEW: “For a rap- 
prochement the US 


should show more good- 
will in 


its attitude to- 
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Islamic rhetoric still dominates, but 
the stridency of revolution is slowly 
making way for the realities of eco- 
nomic reconstructions. 


Pragmatists and radicals: page 36 
Profits of peace: page 36 
Gulf War lesson: page 38 


wards the Islamic Republic of Iran . . 
Notwithstanding all the hostility that 
the US has shown towards the Islamic 
Republic, Iran is still prepared for bet- 
ter ties provided all its suspicions of US' 
motives are allayed and the Americans 
convincingly prove that they mean 
well." 

Given the anti-American frenzy of 
the past decade, there is still acute re- 
sentment against the US among Iran's 
masses as well as the elite. While the 











anti-US rhetoric will continue as a sop | 


to public opinion, the government ap- 
pears willing to slowly defuse hostility to 
the US. One of the major US conditions 
for restoration of ties would be that Iran 


gives up its policy of exporting Islamic | 


revolution. 

Iran's Chief Justice Ayatollah Abdul 
Karim Musavi Ardebili told a recent 
prayer meeting at Teheran University 
that the decision to accept the Gulf 
ceasefire "does not mean an end to the 
export of revolution." Despite such 
clerical stridency there seems little en- 
thusiasm among the war-weary people 
for the spread of religious fundamen- 
talism abroad. 

Teheran is now busy reopening 


| 














Iriendly contacts with as many nations 
as it can. In recent weeks there has been 
a flurry of high-level diplomatic visits 
from Oman, United Arab Emirates, 
Turkey, India, Pakistan, Japan, and 
even Kuwait with whom Teheran's ties 
have been uneasy. In West Asia, apart 
from Iraq, Saudi Arabia remains the 
sole exception, and has been denounced 
by Iran as the “instrument of imperialist 
hegemony" and the embodiment of 
"global arrogance and blasphemy." 
But Larijani acknowledged that even 
the Saudis wanted to reduce ten- 
sion. 

The Chinese Foreign Ministry sent à 
message pledging support and saying: 
"Persian Gulf issues should be solved by 
the littoral states themselves" — a stand 
that is acceptable to Iran. Indonesia and 
Malaysia already rank among friends. 
South Korea will be welcome to seek a 
share in the economic opportunities of- 
fered by reconstruction of Iran. In early 
August, a visiting Iranian envoy was 
told in Tokyo that Japan will do busi- 
ness with both Iran and Iraq — a stance 
also taken by India and which Iran will 
will have to accept. 


[yos the Gulf War, Pakistan, Iran 
and Turkey have kept alive the Eco- 
nomic Cooperation Organisation — the 
three-member regional body. Both Tur- 
key and Pakistan have highways capa- 
ble of carrying large traffic of goods to 
and from Iran and plaved a critical role 
in helping Iran mitigate the rigours of 
economic blockade imposed by the 
West. They also helped procure badly 
needed military supplies and spare parts 
for Iran. 

But Iran has very strong feelings 
over Pakistan's close ties 
with Saudi Arabia. 
Teheran was unhappy 
over the statement by 
Pakistani Foreign Minis- 
ter Yaqub Khan support- 
ing the House of Saud's 
right to be the sole custo- 
dian of the holy Muslim 
shrine of Kaaba. Tehe- 
ran was seriously upset 
over the assassination in 


early August of the 
Pakistani Shia leader 
Maulana Arif Hussein 
al-hussaini. 

The Iranian cabinet 


met specially to condole 
the death of the maulana 
and the country ob- 
served a day of mourn- 
ing. The head of Iran's 
Islamic Propagation Or- 
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ganisation. Ayatollah Ahmed Jannati, 
was specially flown to  Peshawar 
to attend the funeral on behalf 
of Ayatollah Khomeini and lead the 
prayers of Pakistani Shias. Iran blamed 
the assassination on “world arrogance 
and its lackeys,” meaning Saudi and 
Iraqi agents. The high-profile media 
coverage of the maulana’s assassination 
and the comparatively low-key treat- 
ment of President Zia-ul Haq's death 
some 10 days later provided a study in 
contrast. 

There is a certain ambivalence on 
ties with India. The economic connec- 
tion is comparatively minor; India buys 
about US$110 million worth of Iranian 
crude annually and Teheran's import of 
Indian goods is about half that value. 
However, India seems attractive in the 
Third World milieu. New Delhi's stand- 
ing in the non-alignment movement 
arouses interest in Teheran, and on the 
issues of non-alignment and super- 
power interference in the Gulf, Iran has 
sought India as an ardent supporter. 
But when Iran perceives itself as the 
centre of the Islamic world and the 
Gulf, India becomes sidelined. In the 
past, Iran has asked awkward questions 
on India's policy on Afghanistan, the 
role of Indian troops in Sri Lanka and 
the position of Indian Muslims. 


econstruction is the principal task 
for Iran today. The defence forces are 
in a shambles and will need to be built 
from scratch both in terms of personnel 
and equipment. The inland transport 
system, civil aviation, and merchant navy 
are all in need of massive investments. 
The leadership has yet to specify its 
riorities. However, Teheran has stated 
luntly that it will be most inclined to 
give preference in reconstruction con- 
tracts to those countries which espouse 
its position in the Geneva peace negoti- 
ations. However, it is possible for 
Iran to maintain its politeslémperdtives 
and still find enough foreign sources of 
economic cooperation and investment. 
Iran can look forward to US$10-12 
billion in oil revenues every year. Ac- 
cording to tentative plans, some US$15- 
20 billion is to be earmarked for the con- 
struction of two giant petrochemical 
complexes and the rehabilitation of 
other refineries. Another US$10 billion 
may be allocated for industrial projects 
and other construction works in the 
war-ravaged areas. This outlay will be 
spread over the next three to four years 
and may go up to US$40 billion. 
Among the foreign parties eager to 
do business, Italy is favoured for pet- 
rochemicals, Japan and West Germany 
for power and industrial projects and 
Australia in the agro-industrial field. 
France might be a source for military 
hardware. India and Pakistan are likely 
to compete in the civil engineering field 
as well as expansion of port facilities. 
South Korea is expected to have a share 
in most of these projects. ü 











Pragmatists and radicals 


Factions among the clergy fight for supremacy after ceasefire 


pu clergy inherited the mantle 
of the Islamic revolution with the 
shah's fall and strove to export it to 
neighbouring countries. However, the 
ceasefire in its long-running war with 
Iraq has found the clergy locked in fac- 
tional squabbling which is likely to leave 
the leadership with little energy or time 
to assert religious fundamentalism 
abroad. 

Ayatollah Ruhollah Khomeini's pos- 
ition is supreme. But beneath him there 
is a clash of personalities arising out of 
personal ambitions, policies and per- 
ceptions. Ayatollah Hashemi Rafsan- 
jani — speaker of the country’s parlia- 
ment and acting armed forces com- 
mander — was able to push through a 
pragmatist line and secure Khomeini’s 
blessings for acceptance of UN 
Resolution 598 on the ceasefire. 
Khomeini had previously favoured 
the views of the protagonists of | 
war without end. 

Khomeinis hold over the 
hearts and minds of the people of 
Iran remains as strong as ever. 
But the competition among those 
faithful to him is relentless. Kho- | 
meini's heir-apparent, Ayatollah 
Hussein-ali Montezari, is a con- 


The profits 
of peace | 


Japan and South Korea see 
business gains in war’s end 













By Nigel Holloway in Tokyo 

apan stands to gain a great deal 

from a permanent ceasefire between 
Iran and Iraq, but analysts in Tokyo are 
warning industrialists not to jump the 
gun in their haste to win orders from the 
two Middle East countries. Negotia- 
tions under the auspices of the UN still 
have high hurdles to overcome before 
peace is assured, they say, notably on 
the demarcation of the border between 
the two countries. 

If fighting were to break out again, 
Japanese firms do not want to be caught 
in the same position they found them- 
selves in eight years ago, when millions 
of dollars of Japanese investments in the 
two countries were jeopardised by the 
armed conflict. 

A monument to the dilemma is the 
notorious ¥600 billion (US$4.48 bil- 
lion) petrochemical complex at the Ira- 
nian port of Bandar Khomeini, involv- 
ing Japan’s Mitsui group. The uncom- 
pleted project began in 1973 and was re- 
peatedly bombed during the war. 
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Rafsanjani in Tokyo in 1985: reaping! 


servative on domestic, political and eco- 
nomic issues but a radical on foreign 
policy. The conservatives have suffi- 
cient influence in the Council of Guar- 
dians to ensure a continued commit- 
ment to the enforcement of Islamic law. 

Rafsanjani, head of a pragmatic and 
cautious group of clergymen, leads in 
the power stakes. His business back- 
ground and close friendship with Kho- 
meini's son, Ahmad, give him access to 
and support from important sections of 
Iranian society. He adopts a middle-of- 
the-road position and his sense of timing 
and shrewdness are acknowledged. For- 
eign Minister Ali Akbar Velayati is on 
his side, as is the former prime minister, 
Ayatollah Mahadavi Kani, who enjoys 
tremendous influence over the bazaar, 
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dividends. 


Iran's ambassador to Japan, Seyed 
Mohammad Hassein Adeli, recently 
called it a symbol of bilateral relations 
and said that his country wanted to com- 
plete the plant to help its oil industry re- 
cover. The Japanese partners, though, 
are trying to extricate themselves from 
it as soon as the repayment of ¥ 166 bil- 
lion in loans made to the project can be 
arranged. But they are likely to come 
under strong pressure from the Japan- 
ese Government to see the project 
through to completion. 

Adeli said Iran welcomed foreign in- 
vestment to rebuild the nation, but 
added that “priorities” would be given 
to “countries that remained a friend of 
Iran for the last 10 years” — Japan 
among them. Indeed, Japanese com- 
panies will be hoping to reap dividends 
from the fact that they continued to op- 
erate in both countries throughout the 
war. Matsushita Electric kept on pro- 


ducing household appliances at its plant | 
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< Interior Minister Hojjatoleslam 


; -Mohateshmi leads the radical fringe of 
| the ruling establishment. He is sup- 


Tou by the deputy speaker of the par- 
iament, Hojjatoleslam Mehdi Kurrabi, 
and Prosecutor-General Hojjatoleslam 
Musavi Khoinih, who led the students in 
seizing the US Embassy and taking hos- 
tages in 1979. These three want policies 
calculated to reduce the importance and 
influence of the bazaar. 


T" hey support the demand for a more 

responsive bureaucracy and its in- 
stitutionalisation to ensure a core ad- 
ministrative framework. They favour 
state takeover of foreign trade, greater 
control over and expansion of the public 
distribution system, social reforms and 
extension of land reforms to the hold- 


ings of even those not tainted by associ- 


ation with the shah. Another critical 
question panne decision, is whether 
Iran should opt for self-reliance or seek 
foreign aid. 

These are the issues around which 
political controversies are likely to re- 
volve. The faction led by the interior 
minister won a majority in parliament 
during the last poll, but Rafsanjani en- 
joys unquestioned authority in running 
the affairs of the country. 

The imponderable factor in the 


in Iran, despite bomb damage. Chiyoda 
Chemical Engineering has been con- 
ducting a feasibility study for an oil re- 
finery in southern Iran. In Iraq, Japan- 
ese companies are building motorways, 
power stations, dams, airports and pet- 
rochemical plants. 

Development assistance is high on 
the list of priorities, in addition to 
money and civilian personnel promised 
by Prime Minister Noboru Takeshita to 
the UN peace-keeping force now moving 
into the Gulf (following a similar de- 
spatch of personnel to the UN in Af- 
ghanistan). The Japanese Government 
was extremely quick to send a deputy 
foreign minister, a fortnight before the 
ceasefire, to the two countries to discuss 
aid for reconstruction. 

Throughout the war, Japan ex- 
tended grants for technical cooperation 
to both sides and gave sizeable loan aid 
to Iraq. The constitution of Iran forbids 
the borrowing of money and its leaders 
may even be wary of project finance, 
but Iraq has already won fresh conces- 
sional credits from Japan and is ex- 
ected to seek help to restructure 

$26 billion in commercial loans to in- 
ternational banks. 


» Mark Clifford writes from Seoul: 
South Korean companies are hoping to 
ick up some additional construction 
Dimes now that the Iran-Iraq cease- 
fire agreement has been reached, but 
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- the nerve centre of commerce which 
-played a critical role in toppling the 
| shah's regime. 
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country's power politics is the Pasdaran 
— the revolutionary guards. They 
fought and beat back the Iraqis and 
some 500,000 of them were killed and 
have been interred in martyrs’ 
cemeteries. Those who remain have 
exercised undefined but sweeping pow- 
ers during the past eight years. Some 
250,000 are running a parallel govern- 


ment in various spheres, including sec- 


urity and surveillance over normal 
functionaries of the state. They have 
still to be integrated into the system and 
questions remain as to whether they can 
adjust to the discipline of government 
service and accept the authority of those 
who so far have feared them. 

Among those who climbed onto the 
revolutionary bandwagon in the early 
days of 1979, the professional elites and 
moderates were the first to be elbowed 
out. The Tudeh communists were wiped 
out in 1983. The other conglomerate of 
various Left and centrist groups known 
as the Mujahideen-e-Khalq (MKO) was 
also battered, but its hard core has sur- 
vived. The security forces ambushed 
MKO elements recently and claimed to 
have killed 4,500 of its members. 

It is unlikely that Iran will return to 
the ways of the shah. Nor is it likely to 
settle down to the path so far charted by 
the clergy. However, a lot of softening 
in the clergy's line is necessary before 
Iran is set on the middle path. 

— Rajendra Sareen 


they do not expect the ceasefire to 
herald aboom. The Korean Institute for 
Economics and Technology estimates 
that South Korean construction com- 
panies may pick up US$15-16 billion in 
contracts over the next five years, but 
the Foreign Ministry considers US$5-10 
billion as more realistic. 

“We don’t know what sort of recon- 
struction initiatives these countries will 
come up with,” said a senior executive 
with Hyundai Engineering and Con- 
struction, the country's largest overseas 
contractor. “Should they decide to en- 
gage in reconstruction we are very well 
positioned in the short and medium 
term because of our physical plant 
[which is on site] and our relations with 
these countries." Hyundai also may be- 
nefit from more rapid repayment of the 
US$525 million that Irag owes it for pre- 
viously completed work. 

Senior executives from Hyundai and 
the other four major overseas construc- 
tion companies have been touring lran 
and Iraq to try to secure new contracts. 
The South Korean Government says it 
will not provide any concessionary 
financing for construction projects in 
Iran and Iraq, though officials said that 
might put their contractors at a disad- 
vantage against the Japanese. The gov- 
ernment will only offer “administrative 
guidance" to help ensure that South Ko- 
rean companies do not undercut each 
other. 





——————————— ———— ———————————————— M AAAA AERAN AANA ARAN AANAND AAAA AAAA EAA pe PERPE AAE A A AEEA AAAA AA A ma V m E AA AAEE AAA A AAAA AS SAA 





| NAME oas eae A a td A 3 


| Address asea E e Aen iS. d 


| COUNT T oaa E 


Cheque payabie to Review Publishing Company Lid 
| enclosed 











and ensure your copy each week. 


Farkastern 


USS2450 | USME | 
USS2450 | USER — 


US$iB00 | U8$3350 EN. 






indonesia 


HM ir vein er tet RANT ton SA ain tab 








erm Fa oer derer sm jaro nat albany — 


| fiezagoo | 
ind tint o M 

































Thailand ra MSS. 90 
Rest of Asia i LISS | 
Nothamerica | USS3000 | US880.5 
Australasia 
&Mddetas | | $6600 
t rhornbetém mne emori enr meii SPERA ATA 
MA sch | ussas.so | uss7200 | ussizs00 
SURFACE MAIL RATES 
Country — | 3monhs | smon | iyw 
| ganó LXI 
| $2800 NE 
SEGG — |  ASGODO. 
wB.17000. | 18,200.00. 


Make the Asia Yearbook pari of your Pleview 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive The 
Yearbook. It gives you Asia minus the mystery. 4 
Minus the myth. A country-by-country survey ord 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 
Rate: Soft cover US$27.50 or HKS215 (or © 
the equivalent in local currency) Add ihe. 
Yearbook cost to your subscription rate shaw 
above, and send the total, with the completed | 
coupon. B 


Please enter my subscription for 
Cl 3months L] 6 months Li 5$ yeu 
T Please include the Yearbook at extra 
pisase add: USST/HKESS 
Payment of i e e esce A B 
{Please print in block letters} 





petens rte re err P NN e FL OIE CEE HIP NE P n e ———————— PM M93 


DI Surface mai 


L] jetspeeded 


To: Circulation Manager H 
GPO Box 160, Hongkong WONGOCOOSODB. 4. 


E: 


" 
p.v 


D Ae v NI 


ENE 


“ve 


etae TUE Tw 
dx T a. ensem 


The Gulf War lesson 


Most Third-World conflicts have become unwinnable 


By Dilip Mukerjee in New Delhi 


Mo wars in the Third World end in 
stalemate, leaving open the dismal 

ssibility of new battles to come. This 
is the stark lesson of the protracted con- 
flicts in the Gulf, in which neither side 
has gained any of its military or political 
objectives. 

Technology is making defence in- 
creasingly effective in such clashes, giv- 
ing weak combatants a far better chance 
of holding out against stronger adver- 
saries. 

Other adversary nations, such as 
India and Pakistan, should bear this 
in mind before resorting to arms to set- 
tle arguments. Both they, and still 
others, should not be misled by India’s 
signal victory in the 1971 Bangladesh 
conflict, or Vietnam’s triumph in 1975. 
These were basically civil wars in 
which outside parties had interposed 
themselves — successfully in the Sub- 
continent but unsuccessfully in South- 
east Asia. 

New technology is changing the na- 
ture of civil wars too, making insurgents 
far more effective against well-equip- 
ped armies. In Afghanistan, the differ- 
ence made by Stinger surface-to-air mis- 
siles, fired from the shoulders of indi- 
vidual mujahideen at Soviet aircraft, is a 
telling pointer. 

The Iran-Iraq War, with its stagger- 
ing losses of men and equipment over 
nearly eight years of fighting, offers sev- 
eral other pointers that Third World 
leaders should ponder. Superiority of 
weapons is no guarantee of success. Nor 
are a combatant's relatively better fi- 
nancial resources. 

In addition, any side bringing such 
horror weapons as mustard gas into use 
in the hope of achieving quick victory 
should note that retribution in kind may 
not be long in coming. With today’s pro- 
liferation of suppliers, a combatant can 
expect only a brief monopoly in any 
kind of military hardware. 

Again, any war that threatens to 
upset an existing regional balance will 
draw in outsiders to tip the scales 
against whichever side appears to be 
grining the upper hand. Finally, the let- 

al nature of new weapons is making 
it impossible to keep wars within any 
nation’s pain threshold, however high 
an ideological regime may choose to set 
it. 

In the Gulf War, the advantage in 
weapons shifted decisively from Iran 
to Iraq but this had little effect on the 
outcome. When the fighting began in 
1980, Iran had a substantial numerical 
lead in all categories of weapons, except 
tanks. Iraq quickly added to its arsenal 
and overtook lran's advantage. Be- 
tween 1978 and 1986, Iraqi arms im- 


orts were three times larger than 
ran's. 

According to the Stockholm Interna- 
tional Peace Research Institute, Iraq, 
by 1986, had gained an advantage 
of 7:1 in combat aircraft and 9:1 in artil- 
lery, while that in tanks changed from 
2.5:1 to 4.5:1 over Iran. 

Iraq had another advantage in its 
acknowledged access to US satellite in- 
telligence — a form of external inter- 
vention now limited to the superpow- 
ers. An Indian source maintains that the 
Soviet Union provided satellite intelli- 
gence to New Delhi in the 1971 
Bangladesh conflict, though this claim 
lacks corroboration. There is no doubt, 
however, that the US pin- 
pointed gaps in Egyptian 
defences for the benefit of 
Israel in 1973 or that Britain 
received US satellite and 
other American intelligence 
in the Falklands conflict. 

With sky surveillance 
facilities spreading — the 
French are making a busi- 
ness of it and China is now a 
major player — aid of this 
kind may become an in- 
creasingly important factor 
in any war. A US blueprint 
for the future, drawn up by 
a blue-ribbon panel, has 
recommended that Wash- 
ington should help its 
Third World friends in this 
manner. 


P the Gulf War, forces on 
both sides were handicap- 
ped by inadequate train- 
ing in the use of their new hard- 
ware. Since ce in technology are 
pushing Third World adversaries to 
modernise their forces ceaselessly, they 
must keep in mind that sophisticated 
weapons call for equally sophisticated 
training. 

This requires time as well as money, 
an imperative many governments over- 
look. With budgets often squeezed by 
fancy purchases to gain glory at home 
and abroad — and by generous salaries 
to keep soldiers happy and loyal — little 
money is left for exercises. These are 
costly, not only in terms of stores, but 
also wear and tear, and they do not yield 
the headlines regimes crave. 

It is becoming easier to avoid losing a 
war, though winning one has also be- 
come increasingly difficult. Within a few 
weeks of the outbreak of Gulf War, Iran 
built up defences of such key border 
cities as Dezful and Ahwaz sufficiently 
to repulse Iraqi assaults, making a criti- 
cal difference to the course of the war. 


lraqi soldiers with captured weapons: pointers to ponder. “ 





Later, Iraq was able to halt Iran’s 
“final offensives” by putting down lines 
of concrete bunkers, mine fields and 
tank obstacles. This shows combat en- 
gineering can still be very effective, 
more so when supplemented by such re- 
latively cheap defensive weapons as 
anti-tank missiles, rocket launchers and 
air-defence artillery. 

Even countries as flush with 
weapons as Iraq must conserve their 
holdings because resupply from abroad 
is always problematical. This was one 
reason why Iraq used its superior 
strength in aircraft sparingly, flying a 
limited number of sorties and avoiding 
risky tactics until after Iran’s air force 
was sadly depleted. 

Even long-standing treaty relation- 
ships do not guarantee continuity of 
supplies, as Iraq discovered to its cost. 
When it opted for all-out war in re- 
sponse to persistent provocations from 
Iran, the Soviet Union disapproved. 








Moscow made its displeasure felt by 
halting all but token deliveries of spare 
parts and of replacement equipment 
Baghdad urgently needed, not- 
withstanding an eight-year-old 
friendship treaty. Instead, Moscow 
cautiously flirted with Iran in the hope 
of capitalising on the virulent antipathy 
of its new regime to the US. 

This underlines the message that 
promises of military aid, whether con- 
tractual or otherwise, cannot be viewed 
as more than statements of intent. 
These may-change with circumstances, 
as demonstrated by Pakistan’s disap- 
pointment with its treaty ally, the US, in 
1965 and 1971. India’s less publicised 
difficulties with Moscow provide a 

arallel. Little hardware was forthcom- 
ing from the Soviet Union after India's 
1965 war with Pakistan because it de- 
cided to play the peacemaker to exploit 
the opportunity opened up by Washing- 
ton distancing itself from Islamabad. 

Moscow resumed supplies to Iraq 
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a ‘two-year pause, a turnabout 

hich is equally instructive. This was to 

| avert the danger of an Iraqi collapse in 

|. the face of successful Iranian counter- 

| offensives. This concern was shared by 

| Washington as well because of the 
threat perceived from an Iranian victory 
to such valued US allies as Saudi 
Arabia. Although US-Iraqi diplomatic 
ties, cut in the wake of the 1967 Arab-Is- 
raeli War, were not resumed until Nov- 
ember 1984, the US had started tilting 
towards Baghdad even earlier. 

Clearly, neither superpower wanted 
the war to end in an outright victory for 
either combatant. Basically, the same 
was true of the neighbours who sus- 
tained the Iraqi war effort. A situation 
in which the two largest countries of the 
region neutralised each other suited all 










of them. This is a lesson any country | 


seeking to change the regional status 
quo should bear in mind. 


^» 1971, the major powers were al- 

ready reconciled to the secession of 
Bangladesh, even before the Indo- 
Pakistan war began, but no one — not 
even the Soviet Union — wanted India 
to exploit its quick victory in the east to 
crush the Pakistani heartland in the 
west. This was the principal reason why 
then Indian prime minister Indira Gan- 
dhi opted for a unilateral ceasefire 
within hours of the fall of Dhaka. 

In today's multipolar world, there 
will scarcely be a situation in which a be- 
leaguered nation will not find some 
country or the other to prop it up, or at 
least lend a hand. Iran, for cxample, re- 
ceived valuable help from such unlikely 
sources as Israel — along with Arab 
Syria and Libya — just as Iraq did from 
the US, despite long years of estrange- 
ment. Balance-of-power calculations 
will always militate against constancy in 
international relations. 

The Iraqi offensive failed partly be- 
cause of poor generalship and partly be- 
cause the Baghdad regime's inability to 
take too many casualties obliged it to 
pull its punches. Iraq suffers from the 
unusual constraint that the bulk of its 
troops are Shia Muslims and thus have a 
sectarian affinity with the enemy. While 
there may be no similar strains on loyal- 
ties in other wars, few regimes are will- 
ing to accept large losses of life or terri- 
tory because of the fear of triggering a 
popular backlash. 

This puts a high premium on avoid- 
ing risks, an important reason why out- 
right victories are hard to achieve. The 
Subcontinent's wars bring this out. 
Total Indian and Pakistani losses taken 
together for their two wars in 1965 and 
1971 were no more than 15,000. While 
some credit should be given to them for 
good sense, both are, like many others, 
"soft" states where larger losses may 
have proved very destabilising. 

| The increasingly lethal nature of new 
j military technology makes the handica 
| all the more severe. Even the penes 









lahs, with their promise of paradise to 
martyrs, were forced to reckon with the 
fact that faith and ardour have its limits. 
Once Iraqi long-range missles negated | 
the distance factor which made Iranian 
population centres relatively unsafe, 
the will to fight rapidly diminished. 
Ayatollah Khomeini was left with no 
choice but to gulp down the "poison" of 
truce. 


that future analysts will need to explore 
is that both Teheran and Baghdad failed 
to derive any benefit from identity prob- 
lems in the other country. The Arabs of | 
Iran’s Khuzistan, where much of the | 
fighting took place, fled in droves east- 
ward, rejecting the blandishments of 
their Iraqi brothers. Likewise, the Shia 
majority in Iraq did not respond to Kho- 
meini's call to rise against its Sunni Mus- | 


lim rulers, whose secular professions | 
earned them his condemnation as in- | 


fidels. 
As the Gulf War has shown, the pro- 
liferation of arms suppliers makes it 
possible for any combatant to find alter- 
native weapons sources. To do so, a 
combatant must simply have cash or po- | 
litical pull. Iran did not take long to ac- 
quire the equivalent of Soviet-built | 
Scud surface-to-surface missiles, which | 
Iraq was using with impunity in its war 
against Iran's cities. 
This was the first war in which the in- 


INDONESIA 


Out of the shadows 


The government appears set to open East Timor by year-end 


By Michael Vatikiotis in Dili 
T years after the former Por- 
tuguese colony of East Timor be- 
came Indonesia's 27th province, no one 
doubts that Jakarta's annexation of the 
territory is irreversible and a few ques- 
tion why the issue remains controver- 
sial. Yet the UN still does not recognise 
the status quo, and Indonesia remains 


concerned about the effect the Timor 


question continues to have on its image 
abroad. 

Now there is a new twist — an appar- 
ent move to declare the province open 
by the end of this year. Spearheading 
the move is the province's governor for 
the past six years, Mario Viegas Carras- 
calao. | 

In his view, East Timor must be 


is in order to complete the process | 


integration. "People feel con- 
strained,” Carrascalao told journalists 
during a government-arranged media 
visit to the province. “It is not that the 
people of East Timor do not want to be 
integrated. with Indonesia. They want 
the same treatment as other Indonesian 
people," he said. The governor warned 
that without a change in East Timor's 
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One of the oddities of the Gulf War | 
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| ghastly. No other interstate war 

































timidatory use of missiles made a dy 
ence to the outcome. Since retalia 
the only practical defence, other 
World adversaries will be scramblin 
acquire this terror weapon. The 
| likely to be a similar rush to impr 
| chemical warheads, easily mar 
| tured at pesticide plants and 
like. 

By 1986, Iran was obtaining equip 
ment and stores exclusively trom 
suppliers, Iraq from nine. However, 

many as 28 suppliers - 1 





While this deii Uo ; 
| adversaries to keep the sh 
| going, it must also have 
ment maintenance a nightm 
when a combatant is lucky er 
have a domestic production be 
arms supplier rushing spares ands 
as needed, getting them to the froi 
formidable task. E: 

The Gulf War has been particul 





1945 has taken a larger toll — poss 
million lives, a very high proportion o 
| them civilians. The horrid waste of re 
sources is equally unparalleled, with | 
| US$200 billion of income either squan- | 
dered or forgone. The legacy of misery: | 
may still serve some purpose if it makes. | 
| the Third World look for ways to avert. | 
| such tragedies or at least reduce the toll | 
they take. i 
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status as a closed province, "in two- 
years we are going to face a new crisi 
here in Timor that will perhaps be worse 
than what we faced before." 

After the five-day press visit, i 
seemed clear the province is no longe 
in a state of war. In crude terms, the 
western part of East Timor is com- 
pletely secure and the government has 
begun consolidating an administrative 
structure recognisable elsewhere in In 
donesia. 

In the east, however, the military au- 
thorities concede there remas what 
they call a “low intensity” security prob- 
lem. About 300-400 remnants of Freti 
lin, the Timorese separatist organisa 
tion, are holed up in mountain hid cout 
there, raiding nearby villages for { 
and, in the past year, inflicting : 
five casualties on the military. It i: 
this reason, sources suggest, that the 
litary opposes lifting the provin 
closed status. 

Overall, the major problem lacini 
East Timor appears to be one of under 
development. East Timor is the poorest. 
province in Indonesia, with average an 
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Carrascalao: nothing to hide. 


nual per capita income officially calcu- 
lated at US$200, compared with a na- 
tional average of around US$500 — 
though in parts of neighbouring West 
Timor, this figure falls as low as 
US$140. 

Against this, the central government 
has until recently spent an estimated 
USS100 per capita annually in special 
aid to East Timor — more than in any 
other 
funds for the province for the year 1988- 
89 amounted to Rps 47.9 billion 
(US$28.17 million). In the words of one 
outside observer who recently visited 
East Timor: "There is a cargo-cult side 
to the development of East Timor, since 
everything is flown in." 

It is clear that compared with the 
neglect of East Timor by the Portuguese 
colonial administration, the Indonesian 
Government has made great strides to 
improve basic infrastructure and social 
welfare. However, despite obvious ef- 
forts to provide better facilities, health 
care remains poor. There are 123 doc- 
tors for a population of 648,000. 
Malaria is a serious problem in some 
parts of the province. 

Basic skills in areas such as ag- 
ronomy and mechanics are virtually un- 
known among Timorese, and though 
the government has built more schools 
than the Portuguese ever provided, 
most people over 25 have little facility in 
the Indonesian language. The level of 
Timorese participation in commerce is 
woefully low and unemployment is fast 
becoming a serious problem. Carras- 
calao said that of the 7,000 Timorese 
who joined the job market last year, 71 
found jobs. 

Alongside the problem of basic 
needs, social issues have arisen from the 
government's village relocation pro- 
gramme. After integration, an esti- 
mated 90% of the population was re-lo- 
cated by the government for security 
reasons. Today, only an estimated 20% 


rovince. The total allocation of 











of East Timor's villages occupy their an- 
cestral sites. The government is now 
moving some people back but, indepen- 
dent sources say, the resettlement pro- 
gramme has taken its toll on a society 
traditionally characterised by a territo- 
rially defined clan structure. 

Compounding these basic problems 
of underdevelopment — some of which 
are mirrored in neighbouring West 
Timor — are clear indications that the 
people of East Timor have not fully re- 
covered from the trauma of what hap- 
pened following the withdrawal of the 
Portuguese in 1975. 

In the face of these difficulties, Car- 
rascalao maintains that the majority of 
Timorese "feel that Indonesia is good." 
Nevertheless, he argued, the main 
problem is they do not yet feel a part of 
Indonesia. His view is that oppor- 
tunities for the people are restricted by 
the continued large military presence 
and the concentration of commercial 
life in "the hands of a few people." 


utlining the military role in East 

Timor, the province's military com- 
mander, Col Mochtar Ma'ruf, esti- 
mated there were 14,000 troops in all, 
including locally recruited militia. How- 
ever, while the military stressed their 
good relations with the people, allega- 
tions of indiscriminate arrests for ques- 
tioning and complaints about restric- 
tions on freedom of movement are still 


heard. 
Carrascalao said he was aware of in- 
stances where the military “over- 


reacted.” A group of European MPs, 
whose visit to East Timor preceded that 
arranged for the journalists, also men- 
tioned allegations of sporadic human- 
rights abuses in their draft report. 

All this is grist to the mill for the gov- 
ernor, who has persistently argued that 
there is nothing to hide now in East 
Timor. However, moves to open the 
province may now be tied to the prob- 
lem of unravelling the tight web of in- 
terests that has been built around the pro- 
vince’s most profitable export, coffee. 
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Troops at llomar; market scene at Liquisa: restricted opportunities. 



















Most of the province's estimated 
9.000 tonnes of high-quality arabica cof- 
fee is exported via the East Java seaport 
of Surabaya. Collection of the coffee is 
handled by PT Denok, a company with 
controlling interests over the main trad- 
ing company, PT Bhatara Indra, and PT 
Gunung Kijang, the major construction 
contractor in the province. 

Carrascalao said coffee growers 
complain that the fixed Rps 1,500 per kg 
price they receive is not as high as the 
price in West Timor. The governor said 
that PT Denok has been responsible for 
ensuring that the farmers always re- 
ceive cash for their crop and has over- 
seen the improvement of local coopera- 
lives. 

Ma'ruf flatly denies any military in- 
volvement in the commercial life of East 
Timor, saying that the military only 
"monitors the economy." Yet, persist- 
ent attempts to interest private invest- 
ors in East Timor have so far come to 
very little. A report prepared by the Re- 
gional Investment Board in East Timor 
two years ago said: "On the whole, it is 
felt that the role of private enterprises in 
forming regional capital is so small that 
it can be disregarded.” 

Some observers question the wisdom 
of the drive for open status so soon. Car- 
rascalao has often voiced concern about 
possible communal tension caused by 
traders from Sulawesi who already 
dominate the markets of East Timor. 
The newly appointed Bishop of Dili, 
Msgr Belo, is also thought to be con- 


! cerned about the introduction of Islamic 


missionaries. 

The perception both in Dili and 
Jakarta is that moves to declare the pro- 
vince open are now being considered 
more seriously, but that the military re- 
mains opposed to a reduction of their 
presence. The most likely scenario is 
one that envisages a gradual lifting of 
travel restrictions to East Timor, possi- 
bly after the tentatively scheduled 
visit of President Suharto to Dili in 
November for a national scout jam- 
boree. LH 
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If the 


Market never sleeps, 
when can the 
Financial Director 


go to bed? 


Unless you're happy to work a twenty 
four hour day, its impossible to keep up with 
the sudden peaks and troughs of the world's 
currencies. 

Overnight that safe as houses overseas 
investment can become a house of cards. 

But there is a cure for this high risk 
nightmare. 

Talk to NatWest. Because Risk Management 
is our business. 

And this is how it can work for yours. 

- 
. Well assign you an Account Executive. - P 


Working with our Treasury Specialists he'll 





build you a strategy that minimises your risk 


- — 


and maximises your opportunities. currencies. Because, round the clock, round 
This strategy would include various finan- the world NatWest is dealing in all the key 

cial instruments. They could range from foreign financial centres. 

exchange to loans and deposits, currency swaps Operating in 36 countries, with a AAA 

to options. rating and an asset base of over US $160 billion. 
[ts an action plan that provides the most NatWest can see every move the market makes 

rapid response to the ups and downs of fickle So we can act instantly on fluctuations in 


Australia: 177326 - Bahamas: NS20111 - Bahrain: 8559 * Belgium: 21208 * Canada: 06-22572 - Federal Republic of Germany: 416500 * Franc 


Netherlands: 50641 - Singapore: 28491 * South Korea: K33 282 - Spain: 23572 


exchange rates. Action that can make all the Roger Lacey, 23rd Floor, | Exchang 
difference to your bottom line. 8 Connaught Place, Hong Kon; 


Discover how Risk Management can help 852 5-247071. Or Mike 


put your mind at rest. Manager, 5th Floor, Shell Towei 


Call National Westminster Bank PLC. Place, Singapore 0104. Telephone 65 22 


10393 + Gibraltar: 2114 * Greece: 216673 - Hong Kong: 61672 - Ireland: 25166 - Italy: 320663 


Sweden: 15050 * Switzerland: 812186 + UK: 885361 A: 233563 - USSR: 413258 
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p WN Fas t. Staying Westin. 


Off to Hong Kong on business, I said 
with all the nonchalance I could muster. 

Ne M without mie, she dec reed. We'll Stay 

t The Kowloon Shaneri-La. We'll take 

one ol those beautiful rooms overl oking 
the harbour. We'll sit by our bav window 
and sip champagne and gaze at the lights 
twinkling on the island We 1l be pampered 
by those de iehtful people and that 
charming valet who thinks of everything. 

You'll see, she concluded, it will be the 
best business trip you ever had. 

And so indeed it was. 


in Hotels in Asia: 
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@ LAST week’s REVIEW had barely 
hit the streets when the phone rang: 
"What's happened to Morgan?” asked 
an anxious voice. A good question. Not 
only were there no Morgan cartoons but 
instead there were two by a newcomer 
to our pages, Zunzi. Morgan Chua has 
gone, but will return. After 800 weeks 
of cartoons, covers and institutionalised 
mayhem he deserves, well, not a rest — 
because he never rests — but a change 
of scene, to find new inspiration for his 
talents; “see things I’ve always wanted 
to see before it’s too late.” So he’s off to 
explore his Chinese roots, travel the 
Silk road, visit Egypt, to see “things 
even older than China.” He'll be back, 
but don’t ask me or Morgan to put a 
date on it. 

Art director Morgan has been on the 
editorial staff of the REVIEW longer 
than anyone apart from your usual 
traveller Derek Davies. But we will be 
filling the gap on the cartoon side with a 
couple of accomplished practitioners. 
The first, Zunzi, is as well known in 


: 


Morgan Chua: plans are sketchy. 





Hongkong — for his work in Pai Shing, 
Ming Pao and elsewhere — as Morgan 
is around the region. Ever since large 
sections of the Hongkong press fell to 
EroveHing to Peking, Zunzi's cartoons 
ave provided rather more penetrating 
analysis of Chinese and local society and 
litics than the editorials. I fear that if 
e carries on in this vein his fate post- 
(and quite possibly pre-) 1997 could well 
be similar to that of Morgan, who has 
been living in exile from his native Sin- 
gapore since 1971. 

Morgan was one of first of a now 
large army of talented Singaporeans 
who have felt compelled to leave home. 
His first job after completing army ser- 
vice (as Corporal Chua) was with the Sin- 
gapore Herald, killed off by government 
pressure in 1971 by a prime minister 
who could not bear not being treated as 
seriously as he treated himself. So Mor- 


gan came to Hongkong to join The 
Asian and, when that folded the follow- 
ing year, to the REVIEW. 

Morgan has sent his son to school in 
Singapore and would prefer to live there 
himself. But what scope is there for à 
political cartoonist in Singapore? “I’m 
as good a Singaporean as Lee Kuan Yew. 
I did my national service, why should I 
kowtow to him? But he gives me no 
choice. Stop being an artist and kow- 
tow and live unhappily ever after in Sin- 
papore; or stay a Singaporean in my 

eart but work where I'm free." 

e WHILE talented Singaporeans are 
leaving in surprising numbers, transfer- 
ring people into the "global city" is get- 
ting more difficult as we have been find- 
ing out. Not only have we not been per- 
mitted a resident correspondent for the 
past 18 months, since Nigel Holloway 
was required to leave for reasons that 
are no clearer now than then, but in the 
past week two REVIEW staffers were 
prevented from entering Singapore to 
cover the election. One of them, chief 
correspondent Rodney 
Tasker, had visited twice in 
the past month. Another fre- 

uent visitor, Asian Wall 

treet Journal's veteran cor- 
respondent Rocky Pura was 
removed after a day. 

Every country has its own 
rules for visitors and some- 
times extra ones for jour- 
nalists. But one of the things 
which is supposed to distin- 

uish well-regulated societies 
rom tyrannies or banana re- 
publics is that laws and rules 
are well defined, and are 
applied in a manner which is 
consistent with their purpose 
and is not arbitrary. 

Now the government has 
suggested that by law corres- 

ondents on short visits to 

ingapore who want to con- 
duct their business (of journalism) need 
a professional visit pass. This is 
a document normally issued to people 
employed locally on short-term jobs 

— for example cabaret artists. Jour- 
nalists visiting for, say, a week have 
been treated like anyone else — such 
as a banker or oil company executive 
visiting from head office. They arrive 
at the airport, state "business" as rea- 
son for visit and get a 14-day visit 
pass. 

If Singapore now wishes to treat 
journalists as different from bankers, 
requiring them to get special passes 
prior to arrival, so be it. But it appears 
not to want to do so, so as not to give a 
bad impression — particularly to those 
travel writers on whom hospitality is 
lavished. Instead (such as the REVIEW 
and the Journal which report Singapore 
regularly) publications which are out of 


favour find that there is one rule for 
them, and one for the rest. (Agency re- 
ports of what happened to Tasker and 
Pura were not carried by either The 
Straits Times or the New Paper.) 

The pretence that the regulations are 
not used as political weapon is the same 
as the pretence that the REVIEW is not 
effectively banned in Singapore, despite 
our offer to print an advertisement-free 
issue, and so remove the possibility of 
profiting from the "crime" of giving 
space to critics of the government. The 
ban on our correspondents has revealed 
another pretence — that the govern- 
ment did not worry about what foreign- 
ers wrote about Singapore so long as 
they did not engage in domestic poli- 
tics. How can a publication which does 
not circulate in Singapore engage in 
domestic politics, or profit from it? 

Come what may, we will cover Sin- 
gapore, just as we covered the Philip- 
pines when we were kept out (and our 
correspondents harassed with law suits) 
by Marcos and Juan Ponce Enrile, 
China during the Cultural Revolution, 
or Burma today. Of course, events in 
Burma as reported by The Straits Times 
from Bangkok could not approximate 
to reality. Could they? 

e SINGAPORE'S leaders do, how- 
ever, maintain a level of personal pro- 
priety that should put Hongkong coun- 
terparts to shame — like newly ap- 

ointed senior Legislative councillor 
Allen Lee for one. Despite being chair- 
man of the Broadcasting Authority 
which supervises broadcasting, he fea- 
tured as chief judge at local station 
TVB's biggest promotional spectacular 
of the year, the Miss Hongkong beauty 
contest. Struggling rival ATV had every 
reason to feel this was unseemly. Lee 
also asked for, and was accorded by 
government, a unique privilege — to 
avoid traffic by being able to drive in the 
bus-only lane of the heavily congested 
tunnel linking Kowloon to the New Ter- 
ritories. When appointment brings such 
perks, no wonder Lee is so opposed to 
democracy. 

e DIVINING the future of Hongkong 
is not getting any easier. Deng Xiaoping 
was quoted as demanding “Death for 
pornographers" (including books even 
on sale in Singapore) the same day a 
new friend, and Taiwan's long-time 
chief cheerleader in the US, Chen 
Xiangmei or Anna Chennault, widow of 
the original “Flying Tiger,” was in Hong- 
kong waxing lyrical about Deng's 
China. She also announced a humanita- 
rian award to Nobel Peace Prize 
laureate Mother Teresa. Where did the 
press release about the award come 
from? The fax machine of Hongkong's 
biggest and best girlie bar, Club Volvo, 
owned by, among others, her sister and 
ex-stock exchange chief Ronald Li. Oh, 
Calcutta. 





ow there s room 
for everyone 
on the fast track. 


Compaq introduces the best of 386 technology for every computer user. 








Tbe 16-MHz 
COMPAQ 
DESKPRO 386 





The 20-MHz 





Now, we re 
introducing the new 
COMPAQ DESKPRO 386 s and COMPAQ 
BP DESKPRO386/2. And extending our high-perform- 
he ance 386 line in both directions. To meet the 
-increasing demands of today's general business 
users and to provide our power users with more 
power than ever. So everyone can enjoy the speed 
and future capabilities of 386 computing. 

In each COMPAQ 386 PC, our exclusive de- 
sign lets every component operate at optimum 
speed. Giving COMPAQ personal computers a con- 
siderable edge in system performance, ensuring 
compatibility with industry-standard software and 
hardware, and providing what may well be the 
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COMPAQ 
MSKPRO. 360, 
















P9" network environments. 

The new COMPAQ DESKPRO - 
386 s is the first personal computer - 
designed specifically to let general business PC- 


users head straight for theperformance and potential 


of 386 personal computing. 

For more advanced applications, the ori- 
ginal COMPAQ DESKPRO 386 and the COMPAQ 
DESKPRO 386/20 deliver even higher levels of 
performance. 

And now at the top of our line is the COMPAQ 
DESKPRO 386/25. The most powerful personal 
computer available. 

With our two newest machines, were not 
just pushing 386 technology forward; we re widen 
ing it. To let every personal computer user take 
advantage of everything COMPAQ 386 power has 
to offer. 
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ultimate in connectivity for high- — It simply works better. ASA PNE Cutina 
KOM, Jakarta, Phone: 021-6000078/85 Telex: 63651 © te Microcomputer Centre, Kuala Lumpur, Phone: 03-2417400 Telex: 21386 Penang, Phone: 04-37 * PAKISTAN npute 
imputerland China, Beijing, Phone: 5128330 Telex: 211161; Con 1, Hong Kong, Phone: 3-699271 Telex: 49904; EEKON Enterprises Ltd., Hong Kong ex: 76é 
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PIONEERS IN CONTAINER TRANSPORT 
SINCE IT ALL BEGAN 


Relationships between importers and 
exporters are often years in the making... 


evolving from an initial contact to a lasting 


business partnership. 

And because selecting an overseas sup- 
plier is so important, ScanDutch provides 
professional help. For example, a pioneer- 
ing freight consolidation program. With it 
a buyer can afford to experiment - order- 
ing small quantities of goods from any 
number of potential suppliers, while still 
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enjoving the benefits of low FCL rates. 

It's the kind of innovative thinking 
you ve come to expect from ScanDutch. 
For more than a decade and a half, the 
choice of enlightened shippers in Europe 
and Asia. Call our nearest agent for full 
details. 


ScanDutch e» 


IST CLASS CONTAINER TRANSPORT 


Regional Office, Hong Kong: ScanDutch Limited, Far East Management, Centre Point, 185 Gloucester Road, P. O Box 20231, Hong Kong. 
lel phone (5) 892-1808 Telex 73001 
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_ Olympic stadium, Seoul: the five-ring circus comes to town. 
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South Korea's Olympic Games hopes go far beyond medals 





By John McBeth and Mark Clifford in Seoul 


nd so the waiting is over. For a nation that has grown 
somewhat exhausted looking forward to this party, the 
Olympic Games goes far beyond a sports and cultural 
extravaganza. It is a coming-of-age celebration, an elaborate 
diplomatic cocktail and a cosmopolitan spectacle such as the 
Hermit Kingdom has never seen — a symbolic polishing of a 
remarkable success story that began in the ruins and tragedy 
of war. 

South Korea has not had this many foreigners on its soil 
since Americans, Britons, Canadians. 
Ethiopians, Turks, Australians, New 
Zealanders and soldiers from nine other 
lands joined together to beat back the 
North Korean invasion in 1950. Today, of 





course, it is something of a miracle state, Olympic Games — —— US applauds South Korea's 

rising from almost total devastation to Seoul formance, the growth of 

make an assault on the ranks of the de- Planning bilateral trade deficit has ; 

veloped nations. There is probably no Traffic ington to stop smiling and 

other country in the world that has Security may seem like bullving during à ! 

achieved so much so fast with so little. Perceptions ficult political transition, 
When more than 14,000 athletes and of- Technology adamant about one thing 

ficials enter the giant main stadium for the Trade another Japan on its hands 

lavish opening ceremonies on 17 Sep- Housing While many South Kor 

tember, it will be only the second time that Squatters ognise the need for great 

the Olympics have come to Asia. The last Students sponsibility, they have anc 

time was the Tokyo games of 1964 — and if Tourism have a difficult time pers 

the South Koreans spend a lot of time Cheju-do critics that the administrat 

loudly protesting any comparison with Education bowing to US neo-colonial 

their former colonial masters, they are Consumers the rising nationalism in South K 


doing just that in saying the Seoul games Women 
will do for them what the Tokyo Olympics 
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Now, the peaceful invasion 


There is a fond hope that the games will bring 
exposure to the world community most Koi 


never even been on a domestic airline flight. | 
led abroad an elevated national image, ai 


tacts with other countries, particularly in 
bloc. Internally, confessed optimists are 


Olympics to strengthen national unity, heig 


and — as if South Korea's muscle-bound « 
needed it — invigorate the national econom 

It is clearly not going t: 
that, however. A great m: 


viously one of the thornie 
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We Know the World 
like the Back of Our Hand. 


Samsung's reach extends to all seven continents 
of the world. 

Whoever and wherever you are, the power of Sam- 
sung 's global trade network is at your command 

We've got dependable friends from New York to 
Nagoya, from London to Lagos, from Bombay to 
Bogota... 

Whether it’s needles or jumbo jets, resource develop- 
ment or financing, Samsung deals in virtually every 
kind of merchandise and service imaginable. 

Since 1938, we have been building a reputation for 
professional know-how and reliability in trade business 
around the world. 

With our 56 strategically-placed branches scattered 


over the globe, you can be sure that we are the best 
business partner that you seek. Our clients will testify 
to the power of Samsung, they know we deliver. 

We know the world of trade like the back of our hand 
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War, and the constraints im- 
posed by a new political and 
social order, they must face up 
to the possibility of an eco- 
nomic slowdown and signi- 
ficant changes in Seoul's tradi- 
tional political, economic and 
military relationships. 

Nowhere is that truer than 
with the US, which, hobbled 
by its trade and budget def- 
icits, is asking Seoul to take 
over a greater share of the mi- 
litary burden and to open its 
market to more imports. Al- 
though the US still takes al- 
most 40% of South Korean 
exports, Seoul is Woking in- 
creasingly to Europe, Japan, 
China and Southeast Asia to 
diversify its markets and ex- 
pand its offshore manufactur- 
ing base. At the same time, it 
is conscious of the need to 
continue moving its cars and 
electronics and textiles up- 
market in response to the won 
revaluation, growing trade 
barriers and higher labour 
costs. 

Despite signs of a new- 
found confidence, even Korean leaders recognise it will take 
quite a bit longer to make the transition from post-pubes- 
cence to full adulthood. In the past, Seoul had cherished the 
hope of joining the ranks of the developed nations in the next 
decade when per capita income is expected to top US$10,000 
mark. But in his August independence day address, Presi- 
dent Roh Tae Woo talked of reaching that goal, as vague as 
the criteria may be, in the 21st century. 





Student protest: isolated. 


imilarly, Defence Minister Oh Ja Bok appears to 
have stretched the time frame for the retention 
of a substantial US military presence from the 
mid-1990s to at least 2000, provided of course that icy 
North-South relations remain frozen. With the American 
tripwire remaining in place, South Korea's goal, it seems, 
is not just to attain parity with the North, but to achieve 
such superiority that communist leader Kim II Sung will 
give up all thoughts of a military adventure — if not 
his cherished dream of the South collapsing from within. 
Such a collapse appears hardly on 
the cards — any more than does the 
scenario of another takeover by South 
Korea's generals. The political situation 
has gone too far for the military to be 
confident of carrying out a coup without 
risking à direct and potentially disas- 
trous confrontation with the people. 
South Korea is surely past that. It is | 
true, however, that the newly revamped | |! 
political structure will need a lot more 
time to mature, to move away from the 
sort of adversarial mud-slinging and di- 
visive regionalism that has charac- 
terised it up to now and into a new dawn 
of constructive policies and studied ar- 
guments. 
The Olympics have already served as 
a significant catalyst. For six long years 
after Seoul was chosen as the games 
venue in 1981, the Government insisted 
on putting the cart firmly before the 
horse. By stressing the need for political 
harmony to successfully stage the mas- 


























‘Security training: high alert. 


SOUTH KOREA 


sive Sports venture, then pre 
sident Chun Doo Hwan and 
other hardline leaders failed 








to appreciate they had be- 
come hostage to their own am 
bitious undertaking 

Indeed, whe n DISLOTIAnS 


analyse the turbulent events 
of 1987-88, the desperate de- 
sire to keep the Olympics, as 
much as the polit 
cial dynamics 
nation s surging economy, will 
figure aS one of the most mi- 
portant reasons behind the re- 


| and Si) 


fuelled by the 


markable transtormation from 
authoritarianism to a new and 
more democratic order. The 
Olympics, after all were 


Chun's main pill: if legiti 
macy . To lose them because 

a stubborn refusal ! 
the political will of his coun- 
trymen would have only wor- 


»submtitt LO 


sened political tensions. In un- 
veiling his 29 June, 1987, dem 
ocratisation plan, president 
designate Roh tacitly acknow 


ledged that unless there v 
changes, the games might very well be in jeopardy 

Now, on the eve of the games, the pendulum has swung 
back. The government appears to have isolated student 1 
dicals and convinced most voters that Olympic stability is 
more important than protest. The games have also rocked 
other truisms in South Korean politics. It could be argu 
that the ruling Democratic Justice Party's (DJP) setback 
the April parliamentary elections was even fortuitous for the 
government, at least as far as the games were concerned, By 
assuming a fuller participation in the political process, oppi 
sition leaders have found themselves sharing in the responsi 
bility for a successful € lympics. It is a far cry from 
leader Kim Young Sam's statement in early 1987 
the Seoul Olympics to Hitler's 1936 Berlin games 

What has happened in South Korea over the past 15 
months would probably be called a revolution in any other 
country. Certainly, the effects appear to have been more fa 
reaching than the armed revolt which carried Corazon 
Aquino to power in the Philippines. It is clear as well, how 
ever, that the young, feisty republic i: 
the throes of a difficult and protract 
| period of adjustment during which the 

patience — and sincerity — of rival pai 
| ties has already been called into ques 
| tion. 

Many commentators are uneasy ovel 
what will happen once the athlete: 
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omparin 


| and the fisheye view of Seoul that t 
world press will provide — have pack 

| upand gone home. For it is then that t! 

| task confronting the politicians will 
have really just begun. So I it least. 


the DJP and its three opposit! 
— the Party for Peace and Democrac 
| the Reunification Democratic Party and 
the New Democratic Republican Part 
have managed to tip-toe along the 
line that separates compromise from 
outright confrontation 


Compromise is a new word in the 
South Korean political vocabulary and 
just how well it has been learned will b 


come apparent when the National As 








The XXIV Olympic Summer Games, Seoul, 1988: where athletes from 
all over the world will meet in an atmosphere of excellence, a set- 
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Philips also provided the Korean Broadcast Authority KBS with a nationwide trans- 
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Opening in August at the new Korea World Trade Center 


sembly gets down to some of the more important issues on 
its post-Olympic agenda. Chief among these are the budget 
debate, scheduled for the latter half of October, and assem- 
bly investigations into the bloody 1980 Kwangju uprising, 
the alleged corruption of Chun and his family, and accusa- 
tions of computer fraud during the 1987 presidential elec- 
tion. 

The opposition has a point when it contends that the coun- 
try must first cleanse itself of past wrongdoings and regional 
schisms before it can move ahead. The danger, however, is 
that an overly morbid fascination with pad jor could lead to 
a prolonged period of hand-wringing and stagnation, at a 
time when the nation should be focusing on the future and 
new avenues of action. 

Then there is the issue of reunification with North Korea, 
an objective that to most South Koreans seems out of reach in 
the foreseeable future, but which taps a deep vein of emotion 
all the same. It has allowed the students and other dissidents 
to neatly avoid seeing their platform undermined by Roh’s 
political reforms. As the self-appointed guardians of the na- 
tion’s conscience, they have now raised the spectre of con- 
tinuing street demonstrations — perhaps during the Olym- 
pics themselves and certainly beyond. 


hether or not the student movement remains in 
W contact with the middle class mainstream is likely to 

become an increasingly important question, given 
the cooler public attitude towards the students since last 
year's presidential poll and the opposition's surprise showing 
in the legislative elections. While the students are still out in 
the streets, most of the country's growing middle class seems 
willing to give its elected representatives a chance to sort 
things out in the National Assembly and the presidential 
Blue House. 

Even the student movement shows some signs of falter- 
ing. A student march in support of reunification on Indepen- 
dence Day, 15 August, drew only 3,000 students, compared 
with more than 10,000 at a similar rally in June. If the Japan- 
ese experience is any yardstick, as campus militants become 
more radical, they will find themselves increasingly alienated 
from the mainstream of Korean society, where stability is still 
seen to be fundamental to progress. 

But with close to 1 million university students in this 
country of 42 million people, the desire for stability may be 
eroded by frustration. University enrolment levels were dou- 
bled in the early 1980s, and a flood of graduates is rushing out 
of universities. Many of these new graduates, their expecta- 
tions and awareness sharpened by a gruelling educational 
system, are having difficulties in finding suitable jobs. In 
the past, even most student radicals have migrated to 
mainstream society, lured by an economic boom and prod- 
ded by political repression. If the economy slows and politi- 
cal restraints remain loose, tomorrow's under-employed 
graduates may not be seduced by the values of harmony, 
order and authority. 

Some Korean intellectuals believe the most valuable im- 
pact of the Olympic hosting experience is that it will offer an 
occasion for society to take a breath and reflect on itself. 
Preoccupied by the drive for economic advancement, the 
South Koreans have allowed themselves few opportunities 
for critical self-evaluation in the past two decades. “Inevita- 
bly,” says one, “the final value of hosting the Olympics 
will have to be judged in terms of its long-term contribu- 
tion to improvements in the quality of life and the environ- 
ment." 

President Roh, who knows the value of populism, says 
the Olympics will inspire Koreans with *a boundless pride, 
as well as an unshakeable can-do spirit . . . a springboard for 
our leap into the developed world.” Seoul Olympic Organis- 
ing Committee president Park Seh Jik has even been tempted 
to call the games “a national treasure.” What remains to be 
seen now is how the spoils are shared and how quickly the 
legacies of authoritarian rule are finally and permanently put 
to rest. 
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Catch The Olympic Spirit 


For us at Hyundai, the Olympic Games are something 
special. Special because they call for the same dedication, 
commitment, and outstanding performance that we do. 


The spirit of achievement is what gives life to the Olym- 
pics, and what guides the Hyundai Business Group. It’s 
why we've succeeded in many key industrial sectors,such 
as automobiles, construction, shipbuilding and steel in the 
world, and it's why we will continue to set the pace in high- 
technology fields of electronics, robotics and communications 
without knowing any limitations. 


Hyundai's philosophy of consistent commitment to 
customer satisfaction has proven itself, making possible 
Olympic-class achievements time after time and it will 
surely continue to be our philosophy of business in the 
future. 


Hyundai, Olympians in Business. 
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Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used 
to work the most precious metals. Dunhill has become a hallmark not just of inherent 
British values but of quality the world over. 





The Dunhill Elite. Designed in 18ct gold and in steel, from a collection 
that includes watches embellished with diamonds. Its slim elegance and unique design make it a classic 
timepiece. The numerals on the white enamel dial are applied individually by hand 
as a signature of both time and the craftsman's skill. 


va: 


ST. ANDRE WS, SCOTLAND OCT 13-16 1988 un d 















































Olympic graphics: early scepticism overcome. | 


The off-and-on, 
up and down 
sports success 


By John McBeth in Seoul 


n the beginning, after the assassination of President Park 
‘Chung Hee, a lot of South Korean leaders didn't want 
anything to do with the 1988 Seoul Olympic Games. 

There was opposition from the prime minister's office, there 
was opposition from the powerful Federation of Korean In- 
dustries (FKI) and even the Cabinet decided that the late 
president's dream was beyond the reach of a heavily indebted 
country sitting on a political powder keg. 

The first formal Olympic proposal had been forwarded to 
the International Olympic Committee (IOC) shortly before 
Park's death. "It was said if we hosted the Olympics, it would 
move the country ahead by 10 years," recalls Korean Olym- 
pic Committee (KOC) vice- president and secretary-general 
Choy Man Lip. "Park looked on it as another challenge for 
the country." 

Initially, however, even Park was sceptical, according to 
Vincent Ricquart, author of The Games Within the Games. 
"They must be joking,” the president is reported to have told 
an aide when three IOC members, impressed by Seoul's or- 
ganisation of the 1978 World Shooting Championship, 
suggested the idea in a congratulatory letter. 

Five months later, Park, Economic Planning Board 
(EPB) chief Nam Duck Woo, Education Minister Park Chan 
Hyun, Korean IOC member Kim Taik Soo, KOC president 
Park Chong Kyu and Seoul Mayor Chung Sang Chon were 
sharing a table at a dinner to celebrate the opening of the 
downtown Lotte Hotel. In the middle of the meal, writes Ric- 
quart, KOC president Park suddenly asked the mayor 
whether he thought Seoul could stage the Olympics. 

Taken aback by the suggestion, Chung gave a non-com- 
mittal response. Park Chung Hee's interest was aroused, 
however, and he quickly pressed Chung for a more direct 
answer. The mayor asked for a few days to ponder the pro- 
position, then over the next month huddled with his staff to 
study the enormous cost involved. Various ministries he con- 
sulted, including the EPB, were opposed, pointing among 
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Nagoya's plans were only in the blueprint stage. Seou 


other things to the high financial: 
volved. 

But Chung was not convinced 
21 September, 1979, he pres 
strong recommendation to the : 
dential Blue House that Seoul 
bid for the games. The preside: 
his blessing and at a stunned 8 C 
press conference, Chung made it 
the South Korean capital was in t 
ning for the games. 

Sixteen days later, president 
as assassinated, the victim 
ternal intrigue, and the Olymp 
seemed destined to die with 
dened by debt and deeply cor 
about domestic political unr 
new government administratio 
its nerve, Indeed, the way Cho 
plains it now, what happened after 
was more an accident than ani 
else. 























quin ftn hey could enhan Sour Kore $ pes 
they pressed ahead with the Olympic application any 
Meanwhile, Choy and new KOC oet Choe Sáng 
travelled to Nepal, India and the Middle East to dram uj 
support for Seoul's claim to the Asian Games. 

Despite continuing op osition, then education ministe 
Lee Kyu Ho went to presic ent Chun No o anin ear ly | 


and in March the pone minded former gen eral g gave css go 
ahead, saying it would be an unacceptable declaratio 
weakness if the plan was allowed to lapse. “Everyone we 
raid of it," says Choy. "We didn't even understand televi 
rights or the commercial gains we could make. And there 
a lot of talk about the financial disaster of the Montrea 
Olympics. Even people on our own committee told me Fwa 
crazy. D 
South Korea's 20-man delegation went to the TOC As v 
sembly meeting in Baden-Baden, West Germany, in Se 
tember that year with few illusions. Japan's industrial centre 
of Nagoya, which had announced its candidacy two vears be 
fore Seoul. was the odds-on favourite, And the vice- pres 
dent of the IOC was Japanese. Given the military regim 
they were representing and the peninsula's acrimonious di 
sion, the Koreans thought they could get iust 17 of the. 
votes — enough perhaps to press their case with the Asi 
Games Federation three months later in New Delhi. 

Choy calls the meeting “a kind of miracle." Heades 
new Seoul Mayor Park Young Soo and such prominent b 
ness figures as Hyundai Construction president Chun: 
Yung, the Korean team lobbied hard among Third W 
delegates, arguing that the time had arrived for a develoy 
country to host the Olympics. They admitted there were | 
tical problems, but said that the Olympics would help b 
about the unity of the country. In one sense, that part of f 
presentation was almost prophetic. 

The Japanese, for their part, spent more time dwelling 
why Sout Korea should not get the games than on w 
Nagoya should. “They were over-confident because the 
been campaigning for two years," says Choy. "It is diffic 
tell why there was such a dramatic turn-around. but in 
stance the Japanese tack was poor; they tried to us | 
Korea by pointing out we were a divided country, we 
ternal problems, we were unstable, we were a military 
tatorship and we had a large foreign debt." 

The South Koreans did have some things going fort 
1 





ever, had begun construction of its riverside sporis 
four years before to meet the city’s ever-increasing dem 
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dy had two gymnasiums, an indoor swimming pool and a 
ball park. More important, the magnificent 70,000-seat 
tadium was about 60% complete. 

IOC was also concerned about the presence of Japan- 
ogical and environmental groups in Baden- Baden 
rating against the games going to Nagoya. ' 
ee got frightened," one official said later. Without 
fit of hindsight, however, the IOC perhaps should have 
ven more frightened about the alternative. 

A week before the vote, the Koreans detected a change in 
atmosphere. Choy claims that by employing "dirty tac- 
, Nagoya’s previous support among assembly delegates 
erwent serious erosion. But even the Koreans were stun- 
ed by their eventual margin of victory. When the final tally 
‘as taken, Seoul had won 52 votes against 27 for Nagoya; 
xlay, officials can conclude only that several Eastern Euro- 
n countries defied the Soviet Union and secretly voted for 


Three months later, Seoul became the unanimous choice 
for the Asian Games as well. "The Olympics," says Chov, 
^ made it a fait accompli." In a way, the South Koreans had fi- 
nally made amends. Back in the early 1970s, Bangkok had 
ne to the rescue of the 1978 Asian Games after Seoul had 


From wartime 
| bble to 
Olympic host 


Charles Lee in Seoul 


MMs Seoul braces expectantly for the opening of the Olym- 
AY | pic Games, citizens of the South Korean capital have 
'"W- many reasons to be proud. In just 35 years, Seoul has 

nsformed itself from a pile of rubble following the destruc- 

tive 1950-53 Korean War to the burgeoning headquarters of 

Korea Inc. about to host the largest party in the world. Now 

ast, modern metropolis, it is one of the five most populous 

ties in the world. 

: Within Seoul's 627 km? live some 10 million people (al- 

ost 2576 of South Korea's population), with an average per 

apita income topping US$3,200. It is also a city where nearly 

l of the 1.3 million houses have access to electricity, tap 
ater and sewage disposal and where some 500,000 cars can 

to drive on paved roads 90% of the time. In 1953, 

were lucky if they did not starve. 

nked by rocky, wooded mountains with the Han River 

g a natural barrier to the south, Seoul's fortress-like 

aphy made it a natural choice as a capital for the 

rs of the Chosun Dynasty (1392-1910). It was only in 
arly 1900s that Japanese colonial rulers began changing 
aditional city form and adding suburbs as they pursued 
plan to transform Seoul into the base of their pre-World 

r H expansion on the Asian continent. 

At the start of the Korean War, there was a barely a build- 

r three storeys. By the end of it, more than half of the 

'asin ruins, with hundreds of thousands of squatters — 

atriates, war refugees and rural immigrants — making 

ir homes on the surrounding hillsides. Unprecedented 
nomic expansion beginning in the 1960s, however, 

i ‘turned the entire capital into a giant construction 

















Ov r the next 25 years, the central district underwent 





ports facilities. By: the time of the 10C BD it al- 
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. To the Koreans, it 


^Was a massive loss of face. Given the funding that has gone 


into the Olympics, the reason now seems almost ludicrous. 

The IOC coup was received with jubilation in South 
Korea — for reasons which went far beyond the Olympics 
themselves. Twenty five years before, Korean marathon run- 
ner Son Ki Jong had won Korea’s first Olympic gold medal at 
the 1936 games in Berlin. But with Korea then part of 
Tokyo’s Asian empire, the victory was credited to Japan; a 
Korean newspaper which boldly blacked out a picture of the 
rising sun from a picture of the triumphant athlete was ab- 
ruptly closed down by Japanese colonial authorities, who ac- 
cused it of exciting Korea’s desire for independence. 


there was a double celebration when South Korea beat 

Japan into second place in the medal tally at the Asian 
Games. China topped the list — and sent a powerful message 
that they would take part in the Olympics as well. Although 
doubts persisted over the participation of the Soviet Union 
and its East European allies, it was to become increasingly 
clear that if Moscow decided to stage another boycott, East 
Germany for one would not follow suit. 

Privately, the IOC was confident. As far back as late 1986, 
a leading IOC official said in an interview with the REVIEW 


| f being awarded the Olympics was sweet revenge, then 


massive rebuilding to meet the enlarged needs of business 
and service industries. More significantly, Seoul expanded 
across the Han River, creating a new region of apartment es- 
tates which now accommodate more than half the popula- 
tion. 

With the opening of two new underground railway lines in 
late 1985, Seoul's subway system — the seventh longest in the 
world at 116.5 km — became a full city-wide service. Taking 
more than 14 years to complete, the subway now allows com- 
muters to reach any part of the city within 50 minutes. 
Another significant engineering feat is the massive Won 500 
billion (US$689.7 million) Han Development Project, which 
in just six years has transformed the banks of the river from a 
polluted wasteland into a landscaped spectacle. 

Today, there is a palpable sense of dynamism all over 
Seoul. New high rise office buildings are constantly making 
fresh dents in the city's skyline; shops displaying the latest 
products from South Korea s hot factory lines are popping up 
everywhere. Even the growing traffic headache is somehow 
adding to the sense of bustling progress. 

Seoul is one of the most densely populated cities in the 
world at about 16,000 people km?. Its population has 
rocketed 400% since the eve of the Korean War, and projec- 
tions call for another 40% rise to 14 million by 2001. During 
the 1960s and 1970s, South Korea's push for industrialisation 
led to a remarkable acceleration in the urban drift. Farmers, 
once the mainstay of the country's economy, migrated in 
droves to Seoul in search of higher-paying jobs and better 
education for their children; over the past eight years for 
example, the country's farmers have dropped from 2776 to 
only 18% of the total population. | 

Such hectic growth obviously taxes Seoul — and it shows. 
Indeed, most of the city's urban problems ultimately trace 
their cause to its population surge. Seoul’s acute shortage of 
housing and the squatter dilemma, traffic jams, choking air 
and concrete landscape all represent a failure in the city's 
ability to provide i Legs facilities and services in light of 
the meteoric change. One urban planning expert at Yonsei 
University says that if the quality of a city life can be mea- 
sured in terms of how satisfied its citizens are, “in Seoul, 
people are not satisfied." 

On a positive note, air pollution, still considered a 
serious problem, has steadily lessened thanks to the ag- 
gressive work of the Environment Administration (EA) of 
the Ministry of Health and Social Affairs. Created in 
1980, the administration has been confronting the prob- 
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that the Soviets had told him quietly they would definitely be 
coming to Seoul. They also said they were satisfied with 
Seoul’s offer to Pyongyang of the women’s volleyball and 
table tennis tournaments, a qualifying round of the football 
and the 100-km cycling race as part of its effort to reach a 
games-sharing arrangement with the disgruntled North Ko- 
reans and lure them into participation. 

The North-South talks were to drag on through four meet- 
ings in Lausanne and even though the South added archery to 
the list, Pyongyang continued to hold out for more. Given 
the IOC’s endorsement of the formula, Seoul officials were 
on solid ground. Under the IOC charter, the Olympics are 
awarded to a city, not a country, and more than a few repre- 
sentatives in the international body were incensed at North 
Korea's insistence on co-hosting the games. 

At the outset, Seoul Olympic Organising Committee 
(SLOOC) vice-president Kim Un Yong claims he genuinely 
thought there was a 50-50 chance the North Koreans would 
accept. "We really hoped they would come, but each time we 
got different answers,” he says. "And their demands kept ris- 
ing." In the end, only North Korea, Cuba and Ethiopia made 
a point of rejecting the Olympic invitation. Nicaragua begged 
off because of domestic problems, while Albania and the 
Seychelles failed to respond by the 17 January deadline. 
Fully 161 countries indicated their intention to participate — 
21 more than the 1984 Los Angeles games, then a record de- 
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lem through a tightening of restrictions at the source. 

To cut down on the level of sulphur dioxide — tradition- 
ally the most serious pollutant in Seoul due to heavy depen- 
dence on fossil fuel for power generation and heating — 
power plants and office buildings have been required to use 
ow sulphur oil since 1985. As a result, the level of sulphur 
dioxide in the air has now fallen to a more acceptable level, 


according to Kwon Sook Pyo, an environmental expert at. 


Yonsei and former EA consultant. 


ut nitrogen oxide, hydrocarbons and carbon monoxide 

are still a challenge, as the number of cars multiplies 

at a frightening pace. These chemicals are dangerous 
because their interaction with ultraviolet light results in 
photochemical smog, the breathing of which can cause 
asthma, bronchitis and emphysema, especially among chil- 
dren and older people. Dust from incessant construction is 
another pollutant yet to be effectively dealt with. Seoul’s 
year-round winds from the northwest significantly heighten 
the impact of dust on air purity. 

Planners are also being paying attention to another 
hitherto neglected issue: the need for more parks and playing 
fields. Many observers agree that Seoul was built on the 
backs of a citizenry willing to bear the heavy human costs of 
modernisation in exchange for a stable livelihood. But this is 
no longer the case. As people earn more money and work 
fewer hours, the pursuit of leisure activities is becoming a 
second occupation. 
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spite a boycott by the Soviet Union and most of the Ez 
bloc. . 
Why did the communist nations really decide to come t 
country the Russians still describe as a "military icebe: 
Most officials put it down to a general relaxation in E 
West tensions and the realisation among the sporting gi 
from both sides of the political spectrum that a 12-vear ga 
non-Olympic competition was quite enough and unfai 
their dedicated athletes. Kim also feels it was made easie 
the IOC's decision to send out the invitations itself, ra 
than leaving it to the host city. "It was done to avot 
lems because some of the countries did not have dip 
relations with us," Kim said in an interview. "It rem 
embarrassment." 
Under the supervision of SLOOC, which was fort 
a month after Baden-Baden, more than 50,000 peo 
about 30,000 of them volunteers — have been involveddn 
organisation of the games. With South Korea's prestig 


Ln 
* 
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the line (not to mention Chun Doo Hwan's as well), t 
sports spectacular quickly became a symbol of everything tb 
nation had been striving for. Kim points out that the Lo 
Angeles games was more a product of business and commer 
cial interests. "Each Olympics has its own characteristics, 
he said. "These are the games of our entire country," 





Recreation space in Seoul, however. has d 
creased in the 1980s. In 1981, there were I80K 
of park and greenbelt areas in the capital. bi 
1986, that had been sliced to 154 km?, a fall o 

15%. Planners feel this requires a major ad 
justment in their outlook. "Seoul now need: 
to become a human-oriented city, not 2 
economy-oriented one," says Choe Byun 
Sun, head of urban development at thé Korea 
Research Institute for Human Settlemer 
(KRIHS). : 

Indeed, makingSeoulaplace where "citizens. 
can live like humans" is the central objective of 
the new masterplan for the capital announcedin | 
May and called, “Basic Seoul Metropolitan Plan | 
for the 2000s." More specifically, planners hope | 
to transform Seoul into a city of "appropriate" | 

Revewocmw population, of harmonious natural and artificial | 
blend, and of citizens who live with "pride and affection" for 
their city. B 

Although Seoul's population is expected to top 14 millia 
by 2001, planners have targeted 12 million as their goal. K 
to this effort will be the oup approach of discoura 
ing further concentration of businesses and factories in See 
and encouraging development of its satellite cities, Inchon 
Suwon and Uijongbu, as well as provincial centres. 

Already, through Seoul's highly restrictive land use reg 
lations and the central government's active investment in 
growth of such regional centres as Kwangju, Taegu a 
Taejon, the nation is inching towards decentralisation, M 
experts feel the process will be speeded up only when mc 
people realise that Seoul no longer holds the monopoly : 
good jobs and services. Therefore, according to KRIH? 
Choe, a Seoul population of 12 million by 2001 is in fact. 
more realistic outlook than 14 million. 

Prospects for the alleviation of air pollution also seem 
couraging. As authorities introduce ever more stri 
emission restrictions for cars, promote the use of unie: 
fuel and drive factories out of Seoul, the effects of ph 
chemical smog are bound to weaken. According to Y 
Kwon, South Korea's emission control standard for car: 
this year is comparable to that of the US, and almost 200 
of the capital's 500,000 cars now use unleaded fuel. The 
plan to increase the share of relatively clean natural gas in tf 
total energy supply should also help. | 

City officials are confident the air in Seoul will be we 
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heating, the July-September 


ies voluntarily closed down for a mont 


fleet of vacuum sweepers and water 
trucks appeared on city streets to 
reep dust at a minimum. 

Air pollution from vehicles has 
(ned since regulations intro- 
duced in July last year forced 
manufacturers to fit catalytic con- 
rters to all new cars. Offi- 
ils also hope that most Seoul 
otorists will abide by a plan to 
troduce odd-and-even license 
ate days from 15 September-2 
ctober, significantly reducing 
both pollution. and traffic conges- 
tion. Although it is not compul- 
sory, a police survey of 3,000 
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| y ost Olympic Seoul may find its 
E physical environment significantly 
improved as a result of games-related 
0 ets, but at least one leading city 


estment will have general benefits for 
pulation and lead to the bet- 
integration of the — metro- 
is, it could harm balanced growth 
make disparities between social 
groups wider and enduring. 
x This applies i in particular to the two 
regions divided by the Han River: 
igbuk, the older, historic core and 
ntral business district on the north 
de, and Kangam, the relatively new 
n across the river to the south where 
artment complexes march for miles 
id where TES continues to s spread. 






in World Health Organisation standards during the 
pics. This is partly due to the fact that without the need 

"e eriod is generally freer of 
ants. But from 1 September, most large buildings 
ed from coal and bunker oil to natural gas, some fac- 
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] news and bad 


motorists showed that a staggering 91.4% wali to enter 
into the spirit of the games and take public transport on 
alternate days. 

Looking further down the road, Kwon says an annual 
per capita income of about US$3,000 must first be 
achieved if people are to awaken to environmental con- 
cerns. Ín this context, he believes South Koreans, with 
their average per capita income just around the critical 
sum — and increasing — are now ready to bear the fi- 
nancial burden of a cleaner Seoul. 

A spectacular case in point is the 
Han Development Project. The her- 
culean enterprise encountered 
strong opposition at its outset from 
many people who felt the cost of 
Won 413 billion to be too high. But 
now with the rejuvenated river the 
| pride of every Seoul citizen, no one 
is complaining, says Yeo Yong 
Won, the project’s construction di- 
rector. Adds Kwon: “The project 
now stands as an example to people. 
It shows the possibility of what we 
can do when we set a goal.” 

To describe the project as am- 


h, building contrac- 


THE STATUS OF SEOUL 


_ (Selected indicators) 


stimate, Source: Seoul Metropolitan Government. 
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NISI TIT MENSES IURIS re Cattaneo Se UAI SEU Te TORT LESER ETSI OE IS CUT SUAE LET ERST ETE 


icit Rn says s that tequatters, street ven- 
dors and other. participants in the in- 
formal economy are often the victims 
— even if they are the inevitable by- 
product of rapid growth and perhaps a 
vital part of the present socio-economic 
formation. 





nearby Seoul Sports Complex where 
the sports venues and, more impor- 


tantly, the villages for athletes and 


press are concentrated. 

Just. a few years ago, Chamshil was 
a dormitory suburb on Seoul's south- 
eastern fringes, only partly built up 


and lacking the sort of commercial 
functions to make it a self-sufficient en- ` 
tity. But since Olympic preparations 


got under way, the district has become 
the focus for up-market hotels and of- 
fice blocks and is rapidly emerging as 
one of the city's sub-centres. 

Kang says it is this sort of develop- 
ment, coupled with the resurection of 


the Han River as a so-called “dominant 


spatial element" and massive improve- 
ments in the city-wide transportation 
network and other public services, 


which is likely to give various parts of | 
the capital their individual characters — 


Controversy has already surfaced, 
for example, over the city administra- 
tion's plan to move an estimated 15,000 
vendors. off main thoroughfare 
sidewalks during the period of the 
Olympics to smooth traffic flow and, 
strange as it may seem, to avoid creat- 
ing an unfavourable impression on for- 
eign visitors. — 

Kang maintains there is a real 
danger that the underprivileged may 
be alienated from sharing in the be- 


nefits of urban renewal, as evidenced . ut 
by continuing problenis with theurban ` 


homeless. He also points out that some — 


of the new public amenities are in far- 


flung places and accessible mainly by 
car. “While there is no question that 
the Olympic preparation has improved- > 
the city environment and will continue 
to have a snowball ng £ t 





J and bring them closer together in a re- — seq uen i ic 


— lationship of mutual dependence. 


Games-related projects are eX hi i MUN TY 
pected, however, to affect divergent: so« | whe 


cial groups differently. On one end of — 


the scale, the Olympic apartments, for. 4 aih ion ano re 
example, will help ease the housing ai Se an 


shortage — but only for upper middle sur 


class families. In a country where the ciety 


ideology of progress gives primacy to a 


economic gains and efficiency over  attentio 
human consequences, Kang feels the balanci 


downside looks anything but rosy. 


Noting a tendency to approach: the nots | 


t— underside aspects of | progress as unde- achiev 







“sirable and best kept out of public - oci: 


; he Says, : 2 
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TOP PERFORMANCE 


In the world of music, top performance calls fo 
plete mastery of one’s instrument. After all, musica 
terpretation is the expression of many moods and feel 
ings, from sadness and sorrow to elation and ecsta: 





Top performance in investment 

demands the correct interpretation of financial market 
information and the appropriate choice of instru 
ments. In this respect, money is like music. Appli 

Is important, there are contrasting moods of peac 
confusion and alternating moments of clima» 
calm. And most important of all — as in music, money 
matters require mastery of the instrument 


The correct key 

Our professionals devote their extensive experienci 
and money-making skills to ensure that your in 
ment is a long-term success. They are in tune witl 
financial movements, and hold the key to invest: 
performance 


You can profit from our performance — in good timi 
and in bad! 
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bitious would be a gross understatement. In an unpre- 
 cedented engineering feat, the city purified the river's con- 
 taminated water, constructed 54 km of sewage drainage lines 
leading to four separately built sewage treatment centres, 
levelled the riverbed for better flood control, created 6.93 
km? of park space along the banks, opened a 36-km intra-city 
expressway and launched a regular tour boat service. All in 
just four years. 

Comparison to the pre-project days is even more reveal- 
ing. The river's polluted water, bad enough to cause skin rash 
before, is now used for swimming, boating and water skiing. 
Seoul's water pollution problem has been practically eradi- 
cated as eek | 90% of Seoul’s sewage, which used to be 
dumped straight into the river, is now treated before being 
discharged. Dredgers dug up enough riverbed sand to equal 
the volume of the mid-city Namsan Mountain, with the sale 
of the material financing almost half the project's cost. 

Then there are the parks. On what used to be deserted 
wasteland along the riverbank, there now stand 24 football 
fields, 25 basketball courts, 33 volleyball courts, 74 tennis 
courts and 13 baseball fields. “Before, people only looked at 
the Han River," Yeo said. "But now we have made it à 
friendly river, a river of the general public." A Sunday stroll 
along the embankment provides adequate testimony. 
-Encouraged by such success, the city's future strategy will 
continue to stress the expansion of parkland — including 
amusement parks — along the river, as the feasibility of 
creating such areas in other parts of Seoul becomes ever 
more difficult due to the lack of idle land. Planners thus hope 






e 
Y 


TRAFFIC 

Buying a car is 
easy, but 
using it is not 


By Charles Lee in Seoul 


aa he seriousness of our country’s traffic problem ts 
such that it is not an exaggeration to describe it as 
] hellish or murderous,” said a Chosun Ilbo editorial 
earlier this year. Compared to cities like Bangkok and Mani- 
la where there are no modern mass transportation systems, 
that indeed may be a small exaggeration. But with hundreds 
of new cars appearing on South Korean roads each day, traf- 
fic peenes are rapidly getting worse. 

.—.. Fora country with a big car-manufacturing industry, traf- 
fic congestion is a surprisingly new phenomenon in South 
Korea — made worse by the fact that the majority of car own- 
ers have been driving for only the past five years. City plan- 
ners, now scrambling to meet the problem, readily concede 
they failed to anticipate that a booming economy would start 
a consumer love affair with cars. 

The statistics tell the story: since 1981, the number of cars 
in Seoul has doubled to 500,000, and local press reports say 
the capital is gaining an average of 300 cars a day. In contrast, 
the percentage of road space has risen by a meagre two points 
from about 15% to 17% of the total space in the city. Seoul’s 
high population density (about 16,000 km?) means a choice 
between housing and roads. Combined, these two trends 
have slowed the average driving speed to 31 kph. 

Between 1981-87, the Mb ^c of accidents in Seoul has 
jumped almost 80% from 27,483 to 49,413, but most acci- 
dents were not serious. Fatalities have remained virtually the 
same over the last seven years. This indicates that in Seoul, 
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Han river, Seoul: successfully purified. 


to increase the total recreational and greenbelt areas to 192 
km? by 2001, almost a 25% rise on 1986. But in terms of avail- 
able area per person, the figure would still be far below the 
1981 level (20.7 m? in 1981 vs 16 m? in 2001) because of a 
higher population. 

City planners, not surprisingly, face several more im- 
mediate obstacles. Chief among them are bureaucratic and 
financial constraints. As many of Seoul's problems spread 
beyond the ap limits to its satellite cities, solutions increas- 
ingly require the often elusive cooperation between regions 
of different jurisdiction. At the moment, however, adminis- 


minor bumps and scratches are the majority of car accidents 
— asign of careless and disorderly driving. 

Traffic ills do not end when the engines stop running. A 
critical shortage of parking space has created a park-where- 
you-can mentality among drivers, often leading to a further 
shrinkage of road space. Many drivers thus willingly leave 
their cars at home when travelling to central Seoul rather 
than waste time looking for one of the approximately 40,000 
parking slots there to open ps 

More than anything, it is South Koreans' ever bulging wal- 
lets which account for this sudden traffic nightmare. Unlike 
in the past, cars are no longer considered a luxury. On the 
contrary, they are now deemed a necessity that surpasses à 
house in priority for many families. Add Seoul's hectic popu- 
lation growth, and the recipe for bedlam is almost complete. 

The last main ingredient is South Koreans' "prehistoric" 
driving manner, as the Chosun Ilbo editorial called it. It re- 
fers to driving which can be termed offensive both in the 
sense of safety and courtesy: South Koreans have long 
pushed aside traffic laws and established speeding, weaving 
and honking as laws unto themselves. 


stance, taxi drivers (who have mastered the art of of- 

fensive driving) must turn in a minimum of Won 
33,150 (US$45.50) a day with the driver personally pocketing 
60% of any additional intake. In other words, the farther and 
faster they go, the bigger the paycheck. 

Public buses are ihe subject to economic pressure. Bus 
drivers are required to loop their routes in a set amount of 
time to maximise revenues but not necessarily safety or street 
order. According to a city study conducted after a speeding 
bus tumbled off a bridge over the Han River in April, 64% of 
buses face excessively short time constraints. 

Some analysts also see cultural causes for reckless driving. 
Cha Dong Deuck, executive director of planning at the 
Korea Transport Institute, argues that "[South Korean] traf- 
fic culture is only beginning.” Others, like Yoo Byung Lim, 
professor of environmental studies at Seoul National Univer- 
sity, note that South Korean business culture rests on 
“people meeting each other in person.” Indeed, an estimated 


O ne reason for such behaviour is economic. For in- 
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trative tasks are far from consolidated even in Seoul. “The 


central government interferes excessively [in the administra- 
tion of Seoul], but they don’t bear any responsibility,” says a 
Seoul National University urban planning specialist. 

Financing, by far, is a more serious challenge. The Basic 
Seoul Metropolitan Plan for the 2000s estimates that the city 
will need to spend some Won 62 trillion by 2001 for the reali- 
sation of the masterplan. That would mean the average an- 
nual tax burden of each Seoulite will have to rise from the 
present Won 80,000 to Won 200,000 as more than 76% of the 
city's revenues come from local taxation. Yet at the same 
time, the plan calls for a check on population growth, effec- 
tively ruling out the expansion of the tax base. 

But these problems are not unique to Seoul. In fact, con- 
sidering what has been accomplished already, many obser- 
vers are generally optimistic about the future. They regard 
the broad outcome of previous planning — turning Seoul into 
what it is today in less than four decades — as a real success. 
“Development could have taken longer,” says one planner. 
“But by doing it faster, more people live better sooner.” 

That is not to say that all was perfect with past efforts. In 
hindsight, many observers lament planners’ often wanton 
disregard for traditions unique to this 700-year-old city. Time 
and again, some of Seoul’s less obvious historical features 
such as the tiled-roof houses from the last days of the Li 
Dynasty and the bustling alley life, were demolished to make 
way for drab office buildings. Indeed, little does Seoul re- 
mind a visitor of being in an Eastern city. As one urban plan- 
ner puts it: "The most important task for Seoul now is how to 
preserve our own culture while incorporating the Western 
one." 


80% of business communication here necessitates driving 
from one point to another. 

The outlook is not encouraging. Experts estimate that by 
2001, the number of cars in Seoul will have more than quad- 
rupled to some 2.14 million while road space will still lag far 
behind at about 2076 of the total city space. Consequently, 
the 21st century drivers of Seoul can expect to be crawling 
about the town at 25 kph. "Traffic congestion will become ex- 
tremely bad and spread to inter-city traffic as well," says Cha. 

To make the best of a rapidly worsening situation, the 
city's strategy — as unveiled last spring in "Basic Seoul Met- 
ropolitan Plan for 2000s" — calls for a two-front battle: en- 
courage private car commuters to use the city's mass trans- 
portation network while upgrading the road system. 

Central to the promotion of mass transportation is the 
further development of Seoul's subway system. By 2001, 
nine more lines will be added to the four existing ones at a 
cost of Won 1.5 trillion. By linking some of the more remote 
areas to downtown and extending rail access between subur- 
ban centres, planners hope to increase the number of subway 
riders by 265%. 

Complementing the enlarged subway network will be 15 
integrated-transportation terminals in the busiest traffic hubs 
of the city to make it easier to transfer from subway to public 
buses and taxis or vice versa. In addition, at least five station- 
side parking lots in key suburban locations are being planned 
to promote the park-and-ride system. 

For transit above ground, authorities have already begun 
laying the foundation for 10 major intra-city expressways, 
budgeting another Won 1.5 trillion for the project. Seoul is 
now served by only one such road, the east-west Olympic Ex- 
pressway opened in 1986. Planners say the aim of the new ex- 
pressways is to facilitate smooth criss-crossing of the capital 
while diverting traffic away from the city centre. 

The city is working on a computerised traffic signal sys- 
tem, the extension of the bus timetable (in 1986, a new taxi 
fare system, based on both time and distance was introduced, 
but the effects have so far been inconsequential) and tougher 
enforcement of traffic laws. Authorities are also reported to 
| beconsidering the possibility of charging a fee for cars enter- 
| ing the downtown area. a 
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SECURITY 


By John McBeth in Seoul 
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he lights flick out and lithe figures in black ninja g 
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spring into the room, using night scopes attached- 
their assault rifles to fire live rounds at a series: 

human-look-alike targets. Then the lights go on again and sit- 
ting on a chair next to each target is an instructor, unhurt = 
and not at all surprised about it either. "That," one officer 
tells guests, "is how confident we are in the ability of o 
men." E 

The elite core of the Olympic anti-terrorist task force ds a 
battalion-sized force drawn from the army's seven specta 
forces brigades. Little is known about Special Security D 
tachment 707, but the US Delta Force provided technic 
support and expert advice and West Germany's vaunted GSG 
counter-terrorist unit has supplied some of the more speciale - 
ised equipment that goes with the job. P 

The army's police equivalent is a special weapons and tac- 
tics squad known as Force 868. Packing Beretta pistols and 
Korean-made K1 assault rifles fitted with silencers and taser- 
aiming devices, it has been together since 1982 — barely à... 
year after the games were awarded to Seoul. Like their army 
counterparts, the policemen are trained in martial arts and 
sharpshooting, and have become expert in literally running | 
down high-rise buildings, front-first. Um 

Who gets to do what will probably depend on the nature. 
of any given threat. But the commandos and crack navy frog- 
men have practised for years for any conceivable emergency | 
— from attacks on the main stadium and the athletes’ vil-- | 
lage, to aircraft and ship hijackings and other hostage situa- 
tions. p 
By laying on briefings and live-firing demonstrations, theo 
South Korean Government initially did much to publicise __ 
security arrangements, hoping it would reassure the tens à 
thousands of foreign visitors expected for the games. By July, 
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there was an apparent change of heart. Officials began to 
‘sense that coupled with images of student demonstrations, 
ictures of commandos sliding down ropes at the Olympic 
Stadium were having a reverse effect and conveying the mis- 
leading impression of a nation in dangerous turmoil. 

In all, close to 100,000 troops and police will be assigned 
to the 70,000-seat main stadium, the athletes' village and 
more than 300 other games-related facilities in what is certain 
to be the most-tightly guarded Olympics. Some foreign ob- 
servers worry that sack stringent security will detract from 
‘the games, that it will take away the festival-like atmosphere 
‘in which they should be held. 
— But the 1968 North Korean commando attack on the Blue 
House, the 1983 Rangoon bombing and the more recent 
sabotage of a Korean Air jetliner and numerous infiltration 
attempts in the past have told the South Koreans one thing: 
where Pyongyang is concerned, where international ter- 
rorism is concerned, nothing must be left to chance. And in a 
country which has always lived on a knife-edge, such precau- 
tions are not only accepted, they are also expected. 
—— Special defensive measures encompass the entire country 
and beyond. South Korean forces along the Demilitarised 
Zone (DMZ) have gone to an 
even higher state of readiness, as 
have troops guarding the penin- 
'sula's long coastline, where a for- 
eign tourist taking a post-mid- 
men swim recently found him- 
self being stalked by two deadly- 
serious infantrymen with 
bayonet-tipped rifles. Given the 
seven miniature submarines in 
North Korea’s arsenal, and the 
difficulty of obtaining weapons in 
South Korea, security planners 
have probably paid more than 
usual attention to infiltration 
from the sea. 


| he Navy's so-called Yacht- 
f ing Event Support Com- 
mand will deal with all as- 

cts of maritime security, not 4 
just the Olympic aquatic events, 
while an air force Olympic sup- 
port group will guard against pos- 
sible airport hijackings and aerial 
provocations. Air traffic into 

oul's Kimpo Airport is expected to increase 4076 during 
the games period. 

Earlier this year, US defence contractors completed in- 
stallation of a new low-level radar network along the DMZ, 
one of at least 10 early warning and surveillance systems now 
in place across the country. Although the completion date 
may not have been specifically timed for the Olympics, the 
South Koreans had long worried about the prospect of North 
Korean helicopters and slow-moving AN-2 aircraft using 
mountain valleys to insert infiltration teams. 

Apart from South Korean Navy vessels, two US carrier 
battle groups and a battleship group have been assigned to 
the seas around the peninsula before and during the games. 
A squadron of 24 US Marine Corps F/A-18A fighter-bomb- 
ers was moved from Japan to South Korea last May to boost 
air defences over the peninsula. There has been stepped up 
surveillance by Okinawa-based SR-71 reconnaissance air- 
craft, which US officials now privately confirm have had to 
change their operating poos because of the movement 
nae Korean SA-5 surface-to-air missiles closer to the 

Z. 

Just south of the DMZ, in the Tae Bak Mountains, South 
Korean engineers have completed the first stage of the so- 
called Peace Dam, a major undertaking designed to protect 
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On parade: nationwide watch. 





the games from North Korea's Kumgangsan Dam. Ever 
since it was first noticed in late 1986, the South has feared the 
communist project could be used to unleash a flood tide 
down the Han River valley; if that had happened during the 
height of the rainy season in July and August, say engineers, 
it could have inundated the riverside Olympic sites. 

Its critics may call the counter-dam a monument to 
paranoia, perhaps a convenient repository for unemployed 
South Korean workers back from the Middle East. But the 
price tag so far is US$268 million — a lot to pay for peace of 
mind. Protected as it is by a razor-wire fence, thousands of 
troops, and 76-mm mountain guns embedded in hillside 
bunkers, the South Korean project could still serve to al- 
leviate the sort of natural flooding which claimed 125 lives in 
1984. 

Centrepiece of the Olympic operation will be the Security 
Co-ordination and Control Headquarters, headed by former 
Special Forces commander Lieut-Gen. Yook Wan Sik and 
composed mainly of members of the Agency for National 
Security Planning and other intelligence services. It will op- 
erate 16 special task forces, including a protection unit for 
VIPs, guard squads for venues, the Olympic Village and re- 
lated facilities, traffic control teams, fire prevention and food 
and beverage corps, air and seaport security detachments — 
and, of course, the anti-terrorist 
force. 

Military and civilian planners 
were in Los Angeles for the 1984 
games, observing the coopera- 
tion between the Los Angeles 
Police Department and special- 
ised army units and determining 
their own particular needs. But 
the actual training of South 
Korea's counter-terrorist force 
took place almost exclusively on 
the peninsula. "It is," says one 
Western military source, "en- 
tirely their show." 

Security officials have estab- 
lished a joint multinational oper- 
ational system, working with a 
computerised list of 6,000 known 
international terrorists and 600 
worldwide terrorist organisa- 
tions. As happened during the 
1986 Asian Games, a team of 
senior US Central Intelligence 
Agency operatives is expected to 
be based in Seoul throughout the 
Olympics, along with other counter-terrorist experts from 
the State and Defence departments. 

Japan and Korea established a special anti-terrorist com- 
mittee early this year to monitor the threat to the Olympics. 
Because many of the several hundred thousand Koreans in 
Japan are loyal to the Pyongyang regime, officials worry that 
any covert i epe could be mounted from there. Those 
fears intensified during the year as it became clear that 
former Japanese Red Army operatives were back on the 
world stage and apparently targeting the games. 

Last November, Japanese police arrested alleged Red 
Army member Osamu Maruoka. He had arrived from Hong- 
kong carrying a false passport and a ticket on a connecting 
flight to Seoul. Then in May, Tokyo detectives picked up 
Yasuhiro Shibata, who as a teenage terrorist helped hijack a 
Japan Air Lines jetliner to North Korea in 1970. Bombings in 
Europe and the arrest of two other Red Army operatives in 
the US and later the Philippines added to official concern. 

Shibata and other Red Army suspects had spent the inter- 
vening years in Pyongyang, where, Western intelligence 
agencies say, as many as 5,000 soldiers and guerillas from 
dozens of countries have been trained and armed over the 
past 20 years. Among them: Abu Daoud, the senior lieuten- 
ant of Palestinian leader Yasser Arafat, who planned the 
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at the 1972 Munich Olympics. Lar 

The Koreans have not simply been |, x 
confining their attention to North Asia. 
When three British soldiers were mur- 
dered in the Netherlands earlier this 
year, Seoul promptly contacted au- 
thorities in London to update their 
knowledge of the Irish Republican 
Army. A briefing was sought from Thai- 
land’s National Intelligence Agency fol- 
lowing the hijacking of a Kuwaiti air- 
liner out of Bangkok earlier this year. 
Similar exchanges have been made with 
other countries where terrorism has 
been a problem. 

More than 60,000 pieces of state-of- 
the-art detection equipment have been 
installed at airports, competition sites 
and other Olympic venues, including 
electronic stethoscopes capable of pick- 
ing up a gently-ticking time bomb and sophisticated X-ray 
machines. At least 60 imported guard dogs sniff for C-4 plas- 
tique and liquid explosives which cannot be identified by 
metal detectors and which were responsible for bringing 
down the Korean Air flight. 

Cyclone fences strung with electronic sensors surround 
all the major facilities. Closed-circuit TV cameras are 
everywhere and metal detectors will cover each entrance. 
Probably the heaviest security concentration is around the 
Olympic Village, home for the 13,700 athletes and coaches. 
“Don't forget Munich,” security chief Yook has often re- 
minded those who see the village as little more than an armed 








fortress. “We don’t want that happen- 
ing here.” 

The Seoul Olympic Organising 

Committee has established a so-called 
| international zone in the village, but ac- 
cess will be strictly limited. Only 2-3% 
of the Olympic press corps will be per- 
mitted into the zone, according to 
Michelle Verdier, the International 
Olympic Committee’s chief public rela- 
«| tions officer. And anyone wishing to 

-| visit the residential areas of the village 
can do so only by obtaining a letter from 
a chief of mission. 

Athletes and officials will be pro- 
tected by armed guards when they are 
moved by vehicle from the village to dif- 
ferent venues; those from countries in 
conflict will be accommodated and 
transported separately. Two security 
men will be aboard each of the shuttle 
buses used to transport the 14,200 
accredited newsmen and technicians 
covering the games. Road races like the marathon and the 
100-km cycling race, and yachting events off Pusan, will be 
subject to intense ground, underwater and air surveillance. 

Delegations from communist countries are getting the 
same attention as those from more friendly nations. When a 
Soviet cruise ship berthed at Inchon to act as an Olympics 
logistics and reception centre, it was p under the protection 
of navy frogmen. Aeroflot aircraft bringing the Soviet and 
other East European teams have also been placed under 24- 
hour guard. Olympic officials are working on the assumption 
that an attack on the Soviets is just as likely as an assault on 
the Israelis or the Americans. 


In Korea, the word Hyatt 
can mean three different things. 


In Seoul, Hyatt means one of the 
most elegant hotels in the capital city. 

Hyatt Regency Pusan, however, 
means the luxury and the efficiency of a . 
business resort. 


And in Cheju, Hyatt’s synonymous THE 


with an island paradise. 

So, wherever you are in 
Korea, Hyatt is a name you 
can count on for the best locations 


together with international standards 

of style and service. It means a variety 

of first-class restaurants, superb health 

and leisure facilities, efficient Business 

Centres and our acclaimed Regency 
Club accommodations. 


Hyatt hotels, throughout Korea 
HYA] | and the world. Luxury 


TOUCH 


and excellence, no matter 
which way you say it. 


HYATTESJHOTELS & RESORTS 


Hyatt Regency Seoul * Hyatt Regency Pusan » Hyatt Regency Cheju 
For reservations at over 135 hotels worldwide call your travel planner or your nearest Hyatt. 
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Through proven performance, perfected products and 
real reliability, SUNKYONG (Sun-Kyong) is a Korean 
name that’s rising fast on the international horizon. 

it is one of only a few companies in the world with 

a vertical integrated business system that starts with 
crude oil and rises into a wide range of synthetic fibers. 
Backed by such, SUNKYONG achieves dynamic resuits 
in such areas as integrated energy and chemicals, fine 
chemicals, new materials, magnetic and optical memory 
media. 


Business Lines of the Sunkyong Group HALO: 
* General i Trading: Sunkyong Limited New Yi 'ork ic St NKYONG NTERNA TIONAL l TNG. PE. 
*Synthetic Fibers, New Materials and Fine Chemicals: Sunkyong Industries Limited ae AR: (292) 714-9123 
ester Film, Video Tapes, Floppy Disks, Compact Discs: SKC Limited . London: SUNKYONG EUROPE LTD. TEL: (1) 561-2007 
grated Energy and Chemicals: Yukong Limited : 








Headquarters Hotel Seoul Summer Olympics '88 


The Shilla Hotel Salutes the 161 Most Important Reasons 
the World Needs the Olympics 
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Imagine. 
This year in Seoul, Korea, 161 nations will be 
united under one flag. 

The Olympic flag. 

Imagine. 

For 16 days in September and October 

politics, ideologies, inflation, trade disputes, 
racial prejudice and religious differences 

will take a backseat to an ideal. 

The Olympic ideal. 

The Shilla Hotel is proud to be a part of this 
historic moment. 

Proud to be the official IOC Headquarters Hotel 
for the 1988 Summer Olympic Games. 

Imagine, this September 161 nations 

will prove peace is still a workable idea 

even if it’s only for 16 days. 

But, it is a start. 


Zz 
—— 
Korvel Shi 
02, 2-Ga, Jangchung-Dong, Chung-Ku, Seoul, Korea 
HOTEL SHILLA, C P.O. Box: 7000, Thx: SHILLA K24160, Fax: 233-5073 


A Member of *Théfeading Hotels af théWorkd" 
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Radicals: seen 
througha 
screen dark! 


By John McBeth in Seoul 


| ands up those of you out there who think Seoul is a 

dangerous place. maybe just ready to explode. Hands 

up those of you who think the South Korean capital 

was virtually in flames last year. What about these past sum- 

mer months as student radicals seemingly rampaged through 

the streets and Australia decided it had to have an evacuation 
plan for its Olympic team? 

Some of the photographs in the newspapers have looked 
pretty horrifying, haven't they? So have those images flashing 
across television screens. The cameramen who shoot these 
scenes are dedicated professionals. They do a fine job. They 
wear their gas masks and hardhatsforhoursatatime. They get 
tired and they get dirty. And sometimes they get injured. 

They might be set on fire by a Molotov cocktail or get hit 
on the head by a rock. The 
teargas raises masses of 
blisters on their necks and 
arms that give way to sec- 
ond-degree burns. It’s not 
nearly as bad as the suck- 
ing chest wound they 
might encounter in Beirut 
or in other equally violent 
troublespots around the 
world, but it can be tough 
duty when both sides seem 
to be having a go at you. 

Television. crews  al- 
most invite trouble by 
standing on small portable 
stepladders between the 
riot police and the stu- 
dents, braving  teargas 
cannisters and rocks to 
get the best footage. The 
still. photographers with 
the real reputations — 
and there have been plenty of them roaming Seoul — 
didn't get them from behind a 600-mm lens. No, sir. For 
m it has to be up close and personal: 24 mm on rock "n 
roll. 

So what's wrong with all that? Plenty. There is a saying 
that the further you are away from an event, the worse it 
looks. That couldn't be more true in Seoul. It is simply not 
the nature of television networks to shoot scenes of happy 
shoppers and calm neighbourhoods, so as a result the image 
of South Korea has become one of disorder and chaos. It is 
not a pleasant image and it is not an accurate one. Happy 
shoppers and calm neighbourhoods win hands down. 

The repercussions can be startling. In New York, the 
senior business executive looks aghast at the network news 
and decides that his whole Seoul operation is going down the 
drain. He gets on the phone to his Seoul representative, who 
must then try to convince his boss that things are not quite as 
bad as he imagines. Some local businessmen have even in- 
vited Seoul-based correspondents to meetings with head of- 
fice visitors in an effort to reassure them. 

Foreign residents are deluged by calls from relatives and 
friends concerned about their safety. Worse, Olympic offi- 
cials — already troubled by reports about possible terrorist 
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Student protest: startling repercussions. 
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attacks — have their fears compounded. They mak 
sions, as the Australians did, that to someone on th: 
in Seoul seem downright embarrassing. 
Although it has been unpredictable out there on th 
at times, the violence was — andis — seasonally eye 
| largely ritualistic. Only four people have been killec 
past 18 months: two students hit on the head by fly 
cannisters, a policeman run over by a comandeered bi 
another burnt to death when his teargas replenishment 
cle was set on fire. Even four lives are too many, of ci 
but hand-to-hand encounters have been rare and res 
has generally been the name of the game. 
The so-called “puffing billies" — black ian 
mounted with rapid-firing pepper gas dispensers — m 
lot of noise. But there are no firearms involved, not ev 
ber bullets. The riot police are disciplined and general 
strained. B 
Despite the smoke and flames, the fighting is cont e 
the streets. Property damage is rare and thanks to Se 
ficient clean-up crews, the only evidence anything has P 
pened is the sting of teargas in the air next day. When ab 
was accidentally set on fire during a demonstration in Se 
fashionable Myongdong district, police and students callec 
truce while firemen did their job. 
South Korea's students have historically been the cut 
edge for political change. The June 1987 riots became 
MES event of significant pr 
portions because the mid 
die class jomed in and ; 
dramatic — breakthroug 
was achieved as a res 
This year's summer of: 
content is different — 
should be examined in: 
light. Granted. the” 
dents have succeeded it 
making reunification o 
the peninsula a nati 
issue, one the governnt 
has had to respond to. 
most Koreans realise it E 
long-term goal that we 
not be accomplished ani 
laterally and not 
throwing firebombs 
rocks in the streets. 
Indeed. by | 
away from more pre 
issues - - and democr. j 
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tact with Ts mainstream. In the ue picture, “therelore, 
summer of 1987 is not the summer of 1988. 

In this context, there are aspects of the news business: 
which the layman is not always aware. For the d r 
works, a demonstration on an otherwise eventless 
denly catapaults South Korea to the top of the night: 
South Korean officials had to expect this. With the Of 
so close, the country has been wedged under a large r 
ing glass. But would it be the same if the games wet 
being held in Seoul? 

Then we have the wire services — and now it comes d 
to a matter of competition and breaking news. honesty v 
hype. Hands up those who know what "logs" are ? They 
the daily survey of a set number of newspapers anc 
newsagency they used on a given story. The editorial b 
for Reuters, United Press International and Associ: 
give them a lot of weight, sometimes too much. But 
not in Seoul and it is the only way they have to determine 
competitive they are. 

Most wire service reporters do a fine job under 
pressure. But there is always one loose cannon. It may be 
cause he is overly ambitious, an award hunter or simply 
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solely by the logs. He ig- 
peer into the mirror in the 
g and decide you ha ine a good, honest job, then 
bably have. He is concerned only how his story 
‘is an attitude that leads to inaccuracies and dishon- 


judgment, but he is i 
old adage that if y 










































f 1,000 demonstrators becomes 5,000. A crowd of 
»ecomes 20,000. A clash outside the gates of a univer- 
urely a common enough occurrance by now — some- 
rns into nationwide unrest. In Sydney, London and 
York, the foreign page editor of a local newspaper has a 
of agency stories on the same incident. It is probably 
al that he will go for the catchiest lead paragraph, the 
crowd number. | 

images on the editor’s office television serve only to 
uence this judgment. The circle is complete. It is a troubl- 
ature of modern-day journalism, and in many ways 
uth Korea has become a victim of it. Perhaps more troubl- 
ig is that ina world of instant communications and deadline- 
ute competition, only honesty and responsibility stand 
en the truth and what in some cases has been rampant 
| Ol 
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; Meeting the Challenge in a Competitive 
: Global Marketplace 


Senior managers need to keep pace with the complex world 
of. doing business in East Asia. The Brookings Institution 
recognizes the importance of thisregion to U.S. business, and 
has been conducting executive education programs in East 
_Asia since 1982. Its international programs take senior man- 
-agers trom the U.S. and abroad to talk with government and 
"business officials, such as the Minister of Trade and Industry 
in Seoul, the Chairman of the Bank of Tokyo, and the Vice 
airman of the State Economic. Reform Committee in 
jing. U.S. business executives know that to be competi- 
e, they must be informed. 


The Korean Seminar 
: | Seoul, November 13-16, 1988 
LJ Co-sponsored with the Sejong Institute in Seoul 


Shanghai/Beijing, April 9-15, 1989 








-tional Studies and the China International Trust and 
Investment Corporation — 
The Tokyo Seminar 
0... Tokyo, May 28-June 2, 1989. 
] Co-sponsored with the Japan Center for International 





j © ne Brookings Institution 
QD) Washington, D.C. 
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chips to - 
silicon cn ip B 


By Bob Johnstone in Seoul 


| 
n one side of the road, a farmer and his ox plough the | 

O fields; on the other, a massive factory turns silicon 
wafers into microchips. The contrast between the old | 
South Korea and the new could hardly be more extreme. | 

South Korea has come a long way in a short time. At the 
end of World War II, there were just 40 scientists and en- 
gineers in the whole country. Viewing their colony as a po- 
tential rival, the Japanese had seen little point in educating its 
inhabitants. 

How right they were. Forty years on, South Korea had 
mustered a highly trained workforce of over 50,000 scientists | 
and engineers. Based on their skills, the country was chal- 
lenging Japan for supremacy in steel, shipbuilding, and even 
semiconductors, 

Credit for this remarkable progress belongs to far-sighted | 
government policies plugged into an enterprising private sec- | 
tor. Korean industry has proved itself capable not only of ac- | 
quiring technologies, but also — much to the surprise of 
many people — of digesting them, too. 

In the Korean metamorphosis from no-tech to hi-tech, 
strong leadership has played a vital role. South Korea’s first 
president, Syngman Rhee, was a great believer in education 
who put his beliefs into practice by founding many univer- 
sities. 

His successor, Park Chung Hee, recognised the necessity 
for engineering graduates in new industries like electronics. | 
In a speech in 1966, Park characterised the development of 
science and technology as “one of the most important factors 
in determining national power." 

Back then, Korean companies did not have the resources 
to do their own research and development. So, to provide in- 
dustry with the kind of technological assistance it needed, in | 
1969 the government — with the help of funds from the US — | 
established the country's first applied research organisation, 
the Korean Institute of Science and Technology (KIST). 

In addition to doing research on industry's behalf, the in- 
stitute had a second important function. Its success showed 
expatriate Korean scientists that conditions were now 
favourable for them to return and work at home. "At first our 
friends [in the US] thought we were crazy," recalls Ahn 
Young Ok, a returnee who was one of KIST's charter mem- 
bers. Today, he claims, “there are more Desine with ad- 
vanced degrees] wanting to come back than there are availa- 
ble positions." | 

The early emphasis on university education had stressed 
quantity of graduates over quality. As industry developed, 
however, it began to require better trained engineers. To 
help provide them, in 1971 the government founded a 
graduate school, the Korean Advanced Institute of Science 
(KAIS). Initially, recalls Ra Jung Woong, a professor of 
electrical engineering at the institute, it was not clear how 
many jobs there would be for graduates. As it turned out, 
howewer, demand for trained people has soared well beyond 
the institute's ability to supply them. 

The institute now has around 2,300 students, divided into 
15 engineering and applied science departments, some 400 of 
them studying electrical engineering. "We don't have any 
problems arranging jobs for these people," Ra says, “they get 
snapped up." In 1980, KAIS merged with KIST to become 
KAIST. Although the combined institute's major source of 
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Technology, it also undertakes contract research for private 
companies. Such work, Ra explains, offers students a good 
opportunity to learn how to tackle real-world problems. 

Companies benefit from connections with KAIST be- 
cause they get access to original ideas for developing new 
products. The best example of such a product thus far is a 
superconducting magnetic resonance imaging (MRI) system. 
This system, developed jointly by KAIST and Goldstar Tele- 
communications, uses the body’s natural magnetic proper- 
ties to produce cross-sectional images of it for medical diag- 
nostic purposes. 

Since 1982 Goldstar has poured almost Won 3 billion 
(US$4.2 million) into the project. The investment appears to 
be paying off: to date the company has sold six Won 800 mil- 
lion systems to Korean hospitals. The company recently in- 
stalled a seventh system at Seoul National University Hospi- 
tal, a second-generation machine that generates what is 
claimed to be a more powerful magnetic field — hence better 
image resolution — than any of its Japanese or US com- 
petitors. 

Another of KAIST's success stories is an alloy for use in 
making semiconductor leadframes — the metallegs that con- 
nect a microchip to the outside world — which it developed 
with Poongsan Metal Corp. Denied a licence to make lead- 
frame materials by a US company, the Koreans decided to 
develop their own. It took them seven years and Won 20 bil- 


Assembling TV sets: technological boom. 

lion, but it was worth the effort. The copper-nickel-silicon- 

po alloy they came up with resists contamination 
etter than conventional leadframe materials. 

This feature attracted a West German company suffi- 
ciently for it to pay in 1986 USS200,000 for manufacturing 
rights to the alloy. The home-grown material thus became 
the first real example of a Korean technology export. 


dmittedly, Goldstars MRI system and Poongsan's 
alloy are exceptional products. The team which de- 
veloped the MRI system is led by Dr Cho Zang Hee, 
an innovative expatriate Korean scientist who lives in Swe- 
den and divides his teaching and research time between 
KAIST and the US. But industry cannot depend on the likes 
of Dr Cho to provide them with ideas, or on institutes like 
KAIST to help them develop the technologies they need. As 
Korean companies become increasingly sophisticated, they 
must do more and more of their own development. 

The importance of doing research and development in- 
house is now widely recognised. In the past year or so, sev- 
eral hundred companies have reportedly rushed to set up 
laboratories. Most of these are probably very small; some, 
however, are huge. 

Samsung's Advanced Institute of Technology, for exam- 
ple, was opened in October 1987 at a cost of US$150 million. 
Goldstar's new research centre is based around a core of 
energetic young returnee PhDs. It already employs a staff of 
800 scientists and engineers, and plans to increase the 
number to 2,000 by 1990. 
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funding remains the Korean Ministry of Science and 












































Most of the research and development done at su 
centres is considerably more mundane than MRI. Mu 
concentrates on localisation of components and pr 
The arguments in favour of localisation are comp 
the passing of a law protecting intellectual property lz 
blatant copying of competitors’ designs is no longer ti 
Samsung found this out the hard way. This year, tl 
pany is having to fork out a reported US$40 million tc 
Instruments for infringing the US company’s basic m 
chip patents. 

Korea is still heavily dependent on Japan for sop 
parts like heads for video tape recorders and semicor 
lasers for compact disc players. These were expensive ta. 
with — in 1986 they were worth around US$2 billion - 
have become more so with the appreciation of the ven. 
eat into the already slim profit margins on finished goods. 

The problem is that localisation requires techn 
transfer, and technologies — especially the more sop 
cated ones — are becoming increasingly hard to come by, 
any price. The Americans hold back for fear that Kore 
might become another Japan. The Japanese, who are ty 
main source of technology for the Koreans, are cautious b 
cause of the possibility of a boomerang effect — that th« 
technologies could come back to haunt them in the shap 
competing products. x 

For many Koreans, technology transfer has b 
come an emotive issue. They complain about ni 
gardliness and callous attitudes on the part of im 
US and Japan. But in fact, says Dr Ahn, the & 
charter member, who is now president of the Ko 
rean subsidiary of the US chemical firm Olin Inte 
national, it is not really difficult to get technolog 
The difficult part is knowing which technology tt 
get. 

All it takes, Ahn explains, is to employ one: 
two experts who know what and where suitable 
technologies are. Once you know what vou wi 
actually acquiring the technology is a buyers" mar 
ket. "There are invariably two or three source: 
[for any given technology] in the world," Ahn 
claims. And there are various ways of acquirin 
He cites the example of an equipment maker se 
ing software because it wants to sell its equipment 
"No country can prevent you getting technology," A 
argues, "you can always crack it.” 

Acquisition is possible even when there is a cartel, 
there was among the producers of the polyester film used tc 
make video tape. Nonetheless, two Korean companie 
Cheil Synthetic Textiles (a member of the Samsung groi 
and Saehan Media (a company founded by the eldest so 
Samsung's founder) managed to break the cartel, 
Saehan going on to become the world's leading maker: 
polyester film. | : 

Two methods of acquiring technology that Korean coi 
panies have successfully employed in the past are 
ing a development organisation in the US, or bu 
company. The figures appear to corroborate Dr Abr 
the difficulties, technology transfer to Korea is stil 
ing. In 1987, there were 568 transfers, up from 517 in 1986 

It is impossible, however, to judge from these figures the 
quality of the technology being transferred. A further sabe 
ing note is sounded by Kim Hyo Gun, a physicist who! 
at the University of Rochester in New York. "You ma 
able to get the technology,” he says, "but the point is, can y 
getitin time?" 

A fascinating example of technology transfer in progre 
is an attempt by two large South Korean companies to: 
sify into electronics by a most ambitious route. Hand 
thetic Fibre and Sammi Steel have hired Dr Ahn's pre- 
quisite experts from the US and are each spending abc 
Won 50 billion to build a plant to make gallium arsenide. 

This compound semiconducting material has several ac 
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vantages over silicon. It works at higher frequencies, passes 
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electric current faster, and can emit light. Unfortunately, it 
also has several disadvantages. The material itself is difficult 
‘to make in uniform quality. It is also brittle, which means that 
devices fabricated from it tend to break. For these and other 
reasons, silicon remains the semiconductor of choice in the 
overwhelming majority of applications. 
—— Why, then have Hanil and Sammi decided to go into the 
gallium arsenide business? For one thing, it is too late for 
them to go into silicon. There, they would need massive capi- 
tal investment and face direct competition from well-estab- 
lished giants like Samsung and Goldstar. For another, the 
market for gallium arsenide devices, though growing, is still 
relatively small, hence not yet of great interest to the big 
companies. 

— Finally, there is the point that Min Pyung Jun, a former 
managing director of Goldstar Telecommunications, makes: 
“Any new technology looks over-ambitious to begin with.” 
Korean companies would never have got as far as they have if 
-they hadn't been prepared to take risks. 

~ Both Hanil and Sammi reportedly hope to be in produc- 
tion by early next year. Initial products will include light- 
emitting displays (the little red, green and yellow lamps that 
tell you whether something is switched on), semiconductor 
- lasers (used to send signals down optical fibres and to read 
compact discs), and microwave ampli- 
fiers (used, especially by the military, in 
satellite communications systems). 
— In developing their products, the com- 
 panies will be able to draw on research 
Sbeing conducted by some of the I, 100sci- 
 entists at the government's Electronics 
and Telecommunications Research In- 
- stitute (ETRI). Although its main pro- 
. ject is to develop a digital exchange for 
- the Korean Telecommunications Author- 
‘ity, this laboratory also serves as the 
- focus fora joint effort by the government 
and Korea's three leading semiconduc- 
tor makers — Samsung, Goldstar and 
Hyundai — to develop a four-megabit 
- dynamic random access memory. 

— ETRI is one of five government 
- laboratories, which include a futuristic- 
poking defence research institute, lo- 


cated at Dacdog (also known as 


— Taedok) Science Town. A sixth, KAIST, is to relocate there 
- after the Olympics. Other research facilities in the area in- 
clude three private industrial laboratories and two univer- 


sities. 
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Science City, on which Daedog is evidently modelled, 
= M was to give scientists surroundings in which they could 
_ flourish, away from the noise, pollution and overcrowding of 


T: original idea of Daedog. as of Japan's Tsukuba 
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Electronics assembly: development plan. 
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the capital. Daedog’s location is certainly picturesque — the | 


town is set in lush countryside, surrounded by hills — but it 
has not been easy to persuade good people, especially elec- 


‘tronics engineers, whose skills are much in demand in Seoul. 
.to move out to the sticks. 

— Inthe West, what makes science towns and research parks 
tick is the synergy between universities and industry. But, as 
Kyung Jong Chul, director for planning and coordination at 
the Ministry of Science and Technology (MoST), admits, “in 
- Korea, cooperation between universities and industry is not 
good.” 

Although, according to Kyung, about 80% of the nation's 
scientists and engineers work in universities, “industry 
doesn't recognise the capacity [for research] of university 
faculty members." Dr Ahn of Olin agrees: “The greatest re- 
- source that Korea has not exploited is university research.” 
"The ability to make use of this resource, Ahn believes, is 
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what differentiates advanced countries from developing 
ones. 

Several reasons are advanced for why the level of univer- 
sity research is so low. One is that professors have to do too 
much teaching, leaving little time for research. A second is 
that the tenure system and lack of peer pressure mean that 
professors do not have to work hard at producing results. Still 
another is that, in the absence of objective standards, it is not 
clear in Korean universities what real research is. 

Another, related reason why the university-industry con- 
nection does not work well is the status that degree holders, 
especially advanced degree holders enjoy in Korea. “If you 
have a PhD,” says one Seoul-based observer, “when you join 
a company, you go straight to the top — you don't have to 
work.” 

There are signs, however, that the situation is beginning 
to improve. Seoul National University college recently an- 
nounced a long-term plan to establish its own centre for 
cooperative research. Subjects it will cover include semicon- 
ductors, new materials and automation. Large Korean com- 
panies appear willing to support the centre financially. 

“Korea has the necessary conditions for righ ag protos. 
sors to do research within the next 10 years,” Dr Ahn pre- 
dicts. In the future, in addition to academics becoming more 
active, we can also expect to see other changes in the way 
South Korea orders its research and development. 

Early last year, MoST published its 15-year plan for the 
development of science and technology. 
The plan attaches special emphasis to 
five areas. They include good prospects 
as income earners in the short term, like 
informatics — computer hardware and 
software — fine chemicals and precision 
machinery; essential fields with poten- 
tial for success like biotechnology and 
new materials (such as carbon fibre); 
and research relevant to the public 
good, such as the development off drugs 
that will wean Korea off dependence on 
the multinational pharmaceutical firms. 

To put the ministry's plan into prac- 
tice, human and financial resources will 
have to be increased. In 1986, South 
Korea had 52,000 scientists and en- 
gineers, or 13:10,000 of the population, 
compared to 20-30:10,000 in developed 
countries. To achieve parity, MoST 
would like to see the pool of scientific 
talent triple to 150,000 by 2000. Of these, it hopes that the top 
10% would be capable of carrying out leading roles in their 
field 

In 1896, Korean spending on research and development 
was around US$1.8 billion, or 2276 of GNP, up from just 0.5% 
in 1981. Of the 1986 figure, private industry paid for just on 
three quarters to the government's one. MoST wants spend- 
ing to increase to 3% of GNP by 1991 (which would give par- 
ity with Japan); and the government's share to 30% . By 2001, 
the ministry hopes that research and development spending 
will reach 5% of GNP — an extraordinary prediction, 
perhaps, but of a piece with the extraordinary confidence 
prevailing in Korea today. 

For quite some time now, Koreans have become accus- 
tomed to seeing what they decide to do one year bear fruit 
the following year. Thus it seems perfectly natural to them 
that textile companies should decide to make gallium arse- 
nide, or that steel companies should decide to install a syn- 
chrotron. 

Today, Korean science and technology is in its adoles- 
cence: it needs more time to mature. Basic science and en- 
gineering are still weak, as is product design. Korea still has 
much to learn through technical transfer; it can live without 
innovation for a few years yet. But the country is steadily 
gaining in skills and how to apply them, and it is in the process 
of establishing a solid base on which to build. o 


DAVID HAYES 


UE T 
EN. 


B CEDTEMNADEGO 1000 4 CAR CACTEUMN Cranial OCA 





Seoul Olympic village: extensive development programme. — 


Olympics 


Meres after the Olympic torch is lit on 17 September, 
hundreds of white doves will be released into the sky 
above Seoul's Olympic Stadium, ushering in the “Olympics of 


Unity.” For the first time since the 1976 
Montreal Games, athletes from the com- 
munist and non-communist blocs will 
meet to decide the true Olympic cham- 
pions of the world. Some 15,000 athletes 
and officials from 161 countries will con- 
verge on the Korean capital, making the 
Seoul Games the most successful in terms 
of global participation. Only six of the 167 
national Olympic committees will stay at 
home. 

The revival of the modern Olympic 
movement, stifled by terrorism in the 
1972 Munich Games and three sub- 
sequent boycotts, was made possible in 
large part through the diligence and hard 
work of the Korean people. Since Korea 
was awarded the Games in 1981, the 
Seoul Olympic Organising Committee 
(SLOOC) has left no stone unturned in its 
effort to make the Games run like 
clockwork. Under SLOOC's direction, 
the southeastern district of Chamsil has 
been turned into a sports mecca boasting 
the world's most complete, modern and 
efficient athletic infrastructure. Interna- 


.. tional Olympic Committee President 





! Juan Antonio Samaranch says that Korea's Olympic prepará- - 
tions are the best he has seen. To accommodate the 240,000 | 









tourists expected to attend the Games, Korea has overhauled | 


Olympic authorities 
went looking for a 
communications 
iig to assure the 
, reliable flow of 
information relaung 
to the Games. Their 
choice: Goldstar. 
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its public transportation system, built new hotels and cleaned | 
up the once-polluted Han River. p 
Some 1.300 SLOOC employees and 30,000 volunteers | 


have been working to perfect all ihe | 
facilities and services connected with the 
Games. To enhance communication with - 
the flood of tourists who will come io 
Seoul, tour guides, restaurant employees | 
and taxi drivers have undergone intensive 
English-language training. SLOOC ofi- 
cials have gone so far as to ask pick: 
pockets to abstain from their bothersome 
trade during the Olympic period. Every. 
detail of every function related to the. 
Games, from the colourful fan dance: 
routine to be performed in the opem- 
ing ceremony to the control of traffic. 
around sports venues has been ree- 
viewed and rehearsed time and time. 
again. E 

The Korean Government has spen 
about US$3.1 billion forthe Olympics, i 
cluding US$1.4 billion for projects irk 
rectly related to the Games, such as con 
struction of the six-lane '88 Highway link 
ing Kirnpo Airport to the Olympic Coms 
plex and two new subway lines. SLOOC 
spent US$900 million to prepare for the 
Games. Based on the pattern set by the 
1984 Los Angeles Games, the committe: 
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expects to break even by bringing in revenue from TV broad 
casting rights, sponsorships and sale of Olympic coins and 
souvenirs. 

Not far from the banks of the Han in the Chamsil area 
stands a majestic tribute to the Olympic movement and a mas 
terpiece of modern Korean architecture — Chamsil Olympic 
Stadium. The 100,000-capacity stadium, the shape of which 
has been likened to a giant Yi Dynasty (1392-1910) porcelain 
piece, will house the opening and closing ceremonies, the 
track and field events and the final rounds of the soccer com 
petition. The Olympic Complex. built before Seoul was 
awarded the Games, also includes a baseball stadium and two 
gymnasiums for boxing and basketball 

Some of the world's most innovative architectural designs 
are on permanent display in Seoul's Olympic Park, just four 
km from the Olympic Complex. Built on the edge of the 
Mongchon Earthen fortress dating back to the Paekche King- 
dom (18 BC-AD 660), the park features a velodrome, three 
gymnasiums and an indoor swimming 








oldstar personal computer; microwave oven: exports form the bulk of total sales. 


medals in the 1984 Olympics, has set its sights on at least six 
et ld medals for the Seoul Games 

While sprinters, cyclists and swimmers smash records in the 
sports arenas, Korean engineers will be breaking new ground 
and setting new standards in the field of telecommunications. 
Korea will provide the first high-definition television (HDTV) 
and the first distributed data processing systems in Olympic 
history 

As Carl Lewis burns up the track in the Olympic Stadium, 
one of the world's fastest and most efficient telecommunica- 
tions systems will be there to relay his speed to an estimated 
three billion TV viewers in 150 countries. When an Olympic 
record falls or an athlete falters, the whole world will experi- 
ence the thrill of victory or the agony of defeat via an advanced 
network of computers and transmission facilities. Under 
the direction of the Korea Telecommunication Authority 
(KTA), a staff of 300 will be stationed at various communi- 
cation command posts 

Many of the advanced features of the 





pool. The circular roofs of the fencing and 
gymnastics halls are the first in the world 
to employ the cable-staged doming 
technique. Cyclists will spin around the 
velodrome's specially designed track 
made of cedar imported from Africa, 
while gymnasts vault, tumble and swing 
under the natural light of the sun, mag- 
nified through a silicone-fibreglass roof 
To minimise the possibility of terrorism 
during the Games, SLOOC has organised 
a 120-member military-police task force 
with a mission to protect athletes and 


For every one of the | 
7,000 world-class 

athletes participating 
in the 
Olympics, Goldstar 
is supplying 5 of its 
home appliances. 
Because only the 


network were developed bu Korea's own 
| Goldstar Co., a superstar in the field of 

electronics and an official sponsor of the 
1988 Games. Goldstar supplied optical 
fibre cables linking the various sports ven- 
ues to the International Broadcasting 
Centre, which will transmit the Games via 
satellite to the rest of the world. To get in- 
stant results of sports events, athletes' 
profiles or medal standings, journalists 
will plug into the Wide Information Net- 
work Service (WINS) via 1,100 Goldstar 
workstations located at Olympic-related 


'88 Seoul 


guard Olympic facilities. Thanks to best Is good enough venues, including the Main Press Centre 
SLOOC's security preparations, Seoul for our Olympic and the International Broadcasting 
will be one of the safest cities on earth guests. Centre 


during the Games 

Athletes will compete in 23 events for 
a total of 237 gold medals. For the first 
time in the Olympics, tennis and table ten- 
nis players will have a chance to win 
medals. Competition will include three 
demonstration sports — taekwondo. 
baseball and women's judo — as well as 
two exhibition events — badminton and 
bowling. Korea, after taking eight gold 
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Through its hosting of the Games, 
Korea hopes to upgrade trade and dip- 
lomatic relations with China and the East- 
em Bloc countries. The dividends have 
already begun to pay off: trade with 
China jumped from nothing a decade ago 
to several billion US dollars last year, and 
plans are reportedly in the works for the 
mutual establishment of trade offices in 


— — j| SeoulandBeijing. € 





Culture/Tourism 


Ko for centuries as the Land of Morning Calm, Korea 
is a mountainous land of stunning natural beauty and cul- 
tural refinement. On the map, the Korean Peninsula resem- 
bles a finger pointing from the Chinese mainland toward 
Japan. Indeed, throughout its 5,000-year history, Korea has 
served as a take-off point for the transfer of cultural, religious 
and artistic traditions from China to Japan. Despite its proxim- 
ity to China and the Soviet Union to the north, and Japan to 
the east, Korea possesses a culture dinstinctive from those of 
its larger neighbours, as reflected in its unique cuisine (includ- 
ing the world-famous kimchi) and its scientifically developed 
phonetic alphabet (Hangul). 

Although culturally and racially homogeneous, Koreans 
have historically been open to new ideas, lifestyles and reli- 
gions, which they have integrated, to varying degrees, into 
their own society. Few countries have as 
much religious diversity as Korea, yet few 


Goldstar plant, Kumi: Goldstar has close links to the Olympic Games. 
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liant culture in the southeastern part of the peninsula. During 
the Unified Silla period, Korea made remarkat ichievi 
ments in the fields of science, art and literature. [he ancie 
Silla capital of Kyongju has been called a “museum without 
walls." Among the remnants of this brilliant Buddhist cultum 
are Pulguksa Temple (built in the mountains overlooking 
Kyongju), the Sokkuram Grotto (considered f tl 
world's most exquisite Buddhist sculptures) and Congsadat 
(the world's oldest surviving astronomical observat 

More and more foreigners are discovering the histori 
treasures and modern delights that make Korea a unique 
blend of old and new. The diversity of things to s id d 
truly astounding: skyscrapers or temples; discotheques 
mask dance performances: baseball games or traditional 


wrestling matches; classical concerts or samuli 
percussion music) festivals. For t 
paradise, with bargains around every corner in the Itaev 
and Namdaemun districts 

The Korean 
pace with the nation s robust econon 
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countries are as united in their patriotism growth. Over the past two decades 
or way of thinking. Thus it is a land of sector has expanded at an annual rat 
startling contrasts and seeming contradic- Every day, 15,000 10-30%. Tourist revenue totall 
tions. The influences of religions, both im- people in 80 countries US$2.3 billion last year, a 
ported and indigenous, are evident around the world about 15% of Korea s annua eign « 
everywhere in Korea, from the TV change earnings. Japanese accounted | 
Tolharubang stone grandfathers buy a Goldstar the lion’s share (47.7%) of the 1.9 millio 
(shamanistic fertility symbols) on Cheju- Not to mention our foreigners who visited Korea last yea 
do Island, the Tripitaka Korcana (world’s VCRs, C/D players, followed by Americans (17.4 T 
"E E c . NU ; * T = 2e (5 O 

on PORA X QUU NEN in microwave ovens, nee | 

aeinsa Temple to Seoul's Myongdong E . One reason behind the st 
Cathedral (designed in the 1890s by a SLETEO SYSTEMS, wash of the tourism industry is t | 
French bishop). The Confucian virtues of ing machines, cassette overseas marketing of the Korea Nationa 
filial piety and social decorum are inher- decks..... Tourism Corp. (KNT¢ 


ent in all Koreans. 

Because of its turbulent history, Korea 
has been compared to a small shrimp 
caught in a fight between whales. Having 
endured numerous invasions over the 
centuries, the Korean people have 
emerged as tough and strong-willed, yet 
they remain good-humoured and hospit- 
able to outsiders 

Korea was first united in AD 668 by the 
Shilla Kingdom, which developed a bril- — 
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state-run organisat mal 
trains personnel for the in 
KNTC operates 16 branci 

live representative offices ti 
Europe, Japan, Australia 

Asia. During the Olympii 
KNTC will offer visitors a cl 
penence Koreas natura 
splendours through 13 

Mt. Sorak, Cheju-ck 
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Goldstar extends a warm welcome to all 
participants and spectators of the Seoul Summer 
Olympics. In the spirit of the Olympics, we 
wish each and every visiting team success at the 
Games. 

And for a gold-medal performance every 
time, choose Goldstar electronics. High-tech 
products for your home by the company whose 
sophisticated communications equipment will 


capture all the excitement of the Games faster 


and more efficiently than ever before. 
So, whether you win or lose in Seoul, 
you ve got to... 
“Go for the Gold!" 
Goldstar. 


GoldStar 


The brightest star in electronics. 


RaldcearCa Trad Vaida PO Raw 2325 Seal Korea: Tel: (2 787-2571/2600 Tle GSRADIO K? 2751/ 4 Far 7R7. 24M) 











ADVERTISEMENT SUPPLEMENT 


——— M - 
E Y - ‘2 —— — 








Changwon plant of Goldstar: keeping pace with technology leaders. 


Economy 


he so-called “miracle of the Han River" has transformed 

the Korean capital of Seoul from a war-ravaged city of 
ashes and bricks into a bustling metropolis with all the 
amenities, and inconveniences, of modern life. Skyscrapers 
have supplanted the wooden shacks that once lined the banks 
of the Han River, and bumper-to-bumper traffic has replaced 
the stream of bicycles and hand-drawn carts that once graced 
the streets of Seoul. 

In just two decades, through the perseverance of the Ko- 
rean people, who work the longest hours of anyone in the 
world (an average of 60 hours a week for factory workers), 
Korea has made the rapid transition from 
an impoverished agricultural country to 
an industrial state with many of the trap- 
pings of a high-technology society. 





heavily on imports, which accounted for 41% of GNP last year. 
Comparable figures for the US and Japan are 11% and 9.7%, 
respectively. Korean exports are highly competitive in over- 
seas markets, though prices have edged up recently due to 
wage increases and appreciation of the.won, and the "Made in 
Korea’ tag has come to represent high quality around the world. 

Fuelling Korea's rapid export expansion has been its sizzl- 
ing electronics industry, which has recorded an average annual 
growth rate of more than 30% over the past 10 years. The elec- 
tronics sector passed the US$10 billion export mark last year, 
second only to textiles, Korea's traditional export leader. As a re- 
sult of the industry's far-sighted research and development 
strategies, a highly skilled labour force and aggressive overseas 
marketing, the electronics sector is expected to move into the 
No. 1 spotinthenextíew years, accordingto 
Ministry of Trade and Industry projections. 

A relative newcomer to the high-stakes 
electronics game, Korea has become the 





Boosted by brisk exports of manufactured In Singapore, Gold- world's sixth largest producer of electric- 
goods, the Korean economy posted the star is the latest news electronic goods. In production capacity, 
world's fastest GNP growth rates in the Korea ranks first in the world for mono- 
last two years — 12% in 1987 and 12.3% in home app lances chrome TV sets, second for VCRs, micro- 


in 1986. Since Korea initiated its post-war 
development 25 years ago, its economy 
has expanded at an average pace of more 
than 8% a year. 

Korea is determined to pay off the 
enormous foreign debt incurred during 
the post-war expansionary period, when 
it borrowed heavily from the World Bank 
and IMF. After recording consecutive cur- 
rent account deficits over two decades, 
Korea posted its first surplus (US$4.6 bil- 
lion) in 1985. Korea has slashed its for- 
eign debt from US$44.5 billion in 1985 to 
US$35.5 billion last year and is expected 
to become a creditor nation in the 1990s. 


and audio/video 
equipment. Just ask 
the 10% who watch 
Goldstar TVs. Or the 
15% who do their 
laundry in a Gold- 
star washing machine. 
They're among the 
growing ranks of 
those who BRING 
HOME THE GOLD. 


wave ovens and video cassette tapes, and 
third for colour TVs and telephones. 
Through a combination of technology 
transfer agreements and indigenous re- 
search and development, Korea has kept 
pace with the world’s high-technology 
leaders in such fields as fibre optics and 
computer chips, and Korean researchers 
are working on potential applications of 
superconductivity. 

The world's third largest producer of 
consumer electronics goods, Korea hopes 
to make the technological leap into high- 
technology industrial and telecommuni- 
cations equipment, such as supercomput- 


A nation with scarce natural resources 
but rich human resources, Korea depends 
on exports as a means of survival on the 
global economic scene, but it also relies 
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ers and communications satellites. If past 
achievements provide an indication of fu- 
ture potential, Korea should have no 
problem meeting its long-term goals. € 
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Goldstar audio products: long lists of firsts in the field. 


Goldstar 


he pioneer and marketing leader of the Korean electronics 
industry, Goldstar Co., has consistently broken new 
ground in the development of new consumer products. Since 
it built the nation's first transistor radio in 1959, Goldstar has 
compiled a long list of firsts, including the first refrigerator 
made in Korea (1965), the first TV set (1966), the first washing 
machine (1969), the first cash register (1977), the first VCR 
(1981), the first microwave oven (1982), the first personal 
computer (1983) and the first 8 mm camcorder (1985). 
Goldstar's pioneering spirit, combined with its commitment to 
innovation and research, has produced a line of high-quality 
products spanning every facet of the con- 
sumer electric-electronics industry, from 
electric fans to digital TV sets. 
A flagship company of the Lucky- 
Goldstar Group, Korea's most profitable 


West Germany: the 





its researchers more creative and its managers more efficient. 
Pleasant working conditions and the ability of lower-level em- 
ployees to participate, to an extent, in the decision-making pro- 
cess have made Goldstar a popular company amona job seek- 
ers; in the last several years, university graduates have con- 
sistently selected Goldstar as their top choice in the private 
sector. 

Another pillar of Goldstar's strategy for future expansion is 
its heavy emphasis on research and development, which ex- 
plains its long list of firsts. For 1988 the company has ear- 
marked US$300 million in research and development funds 
— nearly twice the comparable amount allocated by its closest 
Korean competitor. 

The heart of Goldstar's research and development ac- 
tivities is the Central Research Laboratory, 
Korea's largest private research facility. 
Working in a Gothic-like brick and glass 
building on the outskirts of Seoul, the lab- 
oratory's 1,000 researchers help Goldstar 


business conglomerate, Goldstar cele- land of quality crafts- maintain its leading edge in the fields of 
brates the 30th anniversary of its founding manship consumer electronics, office automation, 
this year. In the last three decades, semiconductors and advanced technol- 


Goldstar has built a solid economic base 
with 20,000 employees, eight domestic 
manufacturing plants and an expanding 
overseas network of wholly-owned pro- 
duction facilities, joint-venture operations 
and marketing offices. Total sales last year 
came to US$2.7 billion, awhoppingrise of 
32% from the previous year. 

Looking to the 21st century. Goldstar 
has set its sights on joining the ranks of the 
world’s top 10 electric-electronics pro- 
ducers. A cornerstone of its formula for 
success and a key to its continuing growth 
as a worldwide leader in the production of 
high-quality consumer goods is the Ko- 
rean concept of "inhwa," or harmony be- 
tween management and labour. Working 
in a harmonious environment, Goldstar's 
factory assemblers are more productive, 





West Germany: the 
land where over 
300,000 Goldstar 
TVs and 400,000 
Goldstar VCRs are 
produced every year. 
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ogy. Recent breakthroughs include deve- 
lopment ofa plastic daisywheel containing 
both Korean and Western alphabetic 
characters, an induction cooker, a digital 
TV set and an erasable video disk re- 
corder. 

Goldstar's research breakthroughs are 
applied to production processes as well as 
consumer goods. At the Pyongtaek VCR 
plant, for instance, a team of robots works 
alongside the human employees, punch- 
ing holes in circuit boards and assembling 
components. About 85% of the facility's 
assembly operations have been auto- 
mated. To retain the humanistic element, 
in line with the “inhwa” philosophy, Gold- 
star built a park for its workers outside 
the plant, complete with a pigeon house 
andchickeníarm. @ 
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Goldstar semiconductor design meeting: overseas plants help meet demand for goods. 


Overseas Operations 


M ore and more consumers worldwide are discovering that 
the Goldstar name means not only price competitiveness 
but also high quality and durability. Exports accounted for 
about 70% of total sales last year. 

In the US, Goldstar’s largest export market, the Goldstar 
name can be found on the shelves of J. C. Penney and Sears- 
Roebuck. Another major retailer, K-Mart, markets Goldstar 
products on an OEM basis. “At the moment we d like to main- 
tain a 50-50 ratio for OEM and brand-name exports to 
America,” says John Koo, head of 





position around the world, its employees are encouraged to 
preserve their sense of Koreanness. Koo explains: “We have to 
maintain the kimchi spirit and at the same time accommodate 
butter and cheese.” 

Consumer goods and production technologies are not all 
that Goldstar exports; it has also broken new ground by selling 
its “inhwa” management philosophy. The success of this 
philosophy is perhaps nowhere more apparent than at 
Goldstar America Inc. in Huntsille, Alabama, where 360 
American workers, supervised by two Korean managers, turn 
out 600,000 TV sets a year. While the managers take a per- 
sonal interest in the well-being of the employees, the employ- 

ees do their best to help the company, as 





Goldstar's overseas operations. "We are i  ] reflected in the low rate of absenteeism — 
grateful to our OEM partners for their pa- 1%, compared to the US average of 5%. 
tronage and we d like to continue the re- i Koo attributes the good chemistry between 
lationship as long as possible,” America: the land of management and labour to a combination 


Goldstar has even broken into the 
tough Japanese market, where its pro- 
ducts, sold under the Hitachi, Matsushita, 
Sony and Mitsubishi labels, are gaining 
greater acceptance, especialy among 
younger consumers. And in Hongkong, 
Goldstar has outperformed its Japanese 
competitors, capturing 20% of the re- 
frigerator market. 

Keeping pace with the growing de- 
mand for its goods around the world, 
Goldstar has increased its overseas ac- 
tivities in recentyears. The company oper- 
ates production plants in the US and West 
Germany, joint-venture projects in Tur- 
key, Thailand and Indonesia, and branch 
offices in 21 countries. The US factory 
makes colour TV sets for export, and the 
West German plant produces VCRs and 
microwave ovens for exportto the EC and 
Arab countries. 


leading-edge tech- 
nology. 

America: the land 
where over one mil- 
lion Goldstar color 
TVs and 500,000 
Goldstar microwave 
ovens are produced 
every year. 


Computers / Audio / Video / 
Home Appliances / Floppy Disks 
Audio & Video Cassettes 


of Korean "inhwa" and Southem hospital- 
ity: "We find them easy to get along with." 

To cope with rising trade protectionism 
and the continuing appreciation ofthe Ko- 
rean won, which makes Korean goods 
more expensive abroad, Goldstar plans to 
further expand its overseas operations. 
Southeast Asia, with its abundant supply 
of inexpensive labour, is an especially at- 
tractive investment area. Although 
Goldstar sells Chinaanumber of products, 
including colour TVs, VCRs, refrigerators 
and washing machines, its focus in the fu- 
ture will be on joint-venture investments 
and technology transfers, according to 
Koo. 

Like an Olympic athlete, Goldstar has 
worked hard to achieve its goals in interna- 
tional competition. Winning the gold 
medal will require continued dedication to 
quality and innovation — areas in which 
Goldstarexcels. € 








As Goldstar consolidates its marketing 





Peking-Seoul 
link is out 
of the closet 


By John McBeth in Seoul 
i t is not uncommon these days to be sitting next to a 








Chinese businessman from Peking on the flight between 

Hongkong and Seoul. He passes through South Korean 
immigration control, has his bags checked routinely by cus- 
toms officials and strolls outside like any other passenger to 
catch a taxi into the city. That — and a procession of South 
Korean businessmen going the other way to China — makes 
South Korean officials positively glow. 

Only a year or so ago, the Seoul government was reluctant 
to talk about the growth of trade with China, let alone ac- 
knowledge there were ships plying directly between Chinese 
and South Korean ports. Now, Assistant Foreign Minister 
Kim Suk Kyu reaches for the latest figures and reels them off 
with obvious satisfaction. He will tell his guests as well that 
direct trade involves mainly bulk cargoes and that South 
Korea is now China's 10th-biggest trading partner. 

There was much fanfare when Hungary opened a trade of- 
fice in Seoul last May — a move the Hungarians hope will 
spur South Korean investment in the car, aluminium, fine 
chemicals and rail transport industries and the South Ko- 
reans hope will open yet another export market. The Yugo- 
slavs will be following suit this month. Poland and Czecho- 
slavakia have both indicated an interest in doing the same. 
Elsewhere, South Korea has been making further inroads 
into the Third World, using enterprising businessmen as the 
cutting edge for its foreign policy. 

And then there are the Olympic Games. 

South Korean officials are hoping the games will lead to 
the formalisation of trade ties with China and possibly the 
Soviet Union. The Foreign Ministry has set up a special task 
force to provide assistance to the 26 of the 161 competing na- 
tions who do not have diplomatic relations with South Korea. 
The Chinese and Soviet delegations clearly have priority. 

If the South Koreans are now talking more openly, there 
have also been signs that Peking may be changing its own slo- 
gan in dealing with South Korea 
which, in its literal translation, 
means "trade we should do, but 
publicity is taboo." Says one 
former Peking-based diplomat: 
"Local authorities [particularly 
in coastal provinces] pay lip ser- 
vice to the central government 
and generally go their own way. 
A lot of them see great advan- 
tages in trading with South 
Korea." 

But another Western dip- 
lomat feels that though the 
Chinese are becoming increas- 
ingly public about their re- 
lationship with South Korea, 
political constraints make it dif- 
ficult for them to formulate a 
coherent policy. “Some see this 
as a good time to move forward, 
but other more conservative 
elements are reluctant to pro- 
ceed quite as fast because of the 
quasi—official status it will give 
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relations," he says. “I’m inclined to be cautious about it.” For - 
the Soviets, the constraints are even more compelling. 

Officials say the estimated US$600 million worth of cargo 
that crossed the Yellow Sea to and from Chinese ports last 
year was carried aboard third-country ships. What they do — 
not acknowledge, say diplomats, is that some of those vessels 
have been re-flagged South Korean freighters. Although the 
official figure for overall trade volume is given as US$1.5 bil- — 
lion, recent reports indicate it is probably US$300-500 mil- | 
lion higher. 

Indirect two-way trade through Hongkong amounted to 
US$1.188 billion in 1987, with indications that it will increase 
this year. China supplies corn, iron ore, coal and cotton. 
South Korea ships back electronic goods, synthetic fibres, 
chemicals and steel products. If Peking decides to open a | 
representative office in Seoul, all commerce and business 
dealings are expected to be conducted directly — including 
letters of credit between the Bank of China and the Korea 
Exchange Bank. 

The China connection and the US$150 million in two-way ` 
trade that now goes on between South Korea and the Eastern - 
Bloc is a considerable achievement as far as Seoul is con- 
cerned, an almost immeasurable step after years of open hos- — 
tility. But some South Koreans who tend to look on the ` 
Olympics as a cure for cancer should be warned that the 
Olympic thaw will probably go no further than improved 
trade links — at least not in the foreseeable future. 

North Korea stands in the way. Hostile, closed and re- 
mote, it has seemingly been unaffected up to this point by the 
new wave of openness that has swept China and the Soviet 
Union. “China and the Soviet Union's relationship with 
North Korea is a security relationship and they won t want to 
touch that," says Kim. "For the Soviets, the Korean penin- 
sula is important in the context of the Pacific region. And 
China does not want to lose the North absolutely.” 

Diplomatic sources, for their part, say there is little evi- 
dence to suggest Moscow regards North Korea as a strategie 
pawn. More important, they feel, is its geographic position 
and the way it serves to remind both China and Japan that the 
Soviet Union is a player on the peninsula. Although Pyong- 
yang's relations with China have cooled in recent years, it is 
the Soviet presence and also the legacy of the Korean War 
that compels Peking to retain at least correct ties with its re- 
calcitrant neighbour. 

South Korean officials clearly anticipate increased pres- 
sure on Pyongyang to open up to the outside world. Resi- 
dents in the North Korean capital say authorities there esti- 
mate about 50,000 visitors will 
attend next September's 
Socialist Youth Festival. If that 
is the case, it will be the largest 
number of outsiders to enter 
the country since Chinese vol- 
unteer forces accepted an invi- 
tation during the Korean War. 
Whether it prefaces an opening 
of the door, however, is very 
much open to question. 

Most diplomats are m- 
trigued instead at the enormous 
resources that are going into 
preparations for the festival, re- 
sources which they feel the 
North Koreans can ill-afford 
and which are likely to ex- 
acerbate the country’s serious 
economic problems, including 
shortages of fuel, food and 
consumer goods. “It is part 
of a desperate effort to 
| keep pace with the South," 
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| said one North Korea- 


83 





— m — 


SOUTH KOREA 


r 
v 
I Watcher. “They are obsessed with not falling behind.” 
... Given the domestic changes taking place in the Soviet 
. Union and China and the attention being paid to reunifica- 
- tion by his activist opponents, President Roh Tae Woo has 
- made his so-called “northern policy" a priority issue. "We 
think now is the time to pursue this policy because our econ- 
omy is stronger and we have an improved political climate,” 
. Sai assistant minister Kim. "The outer environment [China 
and the Soviet Union] and what has been achieved here tends 
to dovetail, and altogether this gives us good momentum as 
we come to the Olympics.” 
— lnasweeping six-point policy declaration on 7 July, Roh 
cose among other things an exchange of visits by people 
from all walks of life, free trade between the two states, an 
end to their diplomatic rivalry across the globe, and Seoul's 
active assistance in bringing North Korea out of its isolation. 
In an effort to sweeten the pot further, the South Koreans 
called a halt to propoganda broadcasts both by radio and by 
“loudspeakers installed along the demilitarised zone. 
<” South Korea can probably afford to disengage from the 
-diplomatic war. At last count, it had relations with 128 coun- 
tries, compared with the North's 99 — a figure that under- 
patent some erosion following the bombing of the Korean Air 


jetliner last November. Kim insists it is no longer a numbers 
ym 








Too many people 
looking for 
too few houses 


a Mark Clifford in Seoul 
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l rmed with helmets and shields, riot police stand 
i shoulder-to-shoulder against a hostile crowd. 
E. Plainclothes policemen in open-necked shirts grab a 

man and hustle him away. This time, though, the protesters 
“are not students in the wide boulevards of central Seoul. 
These are old men with canes, bent-over women and scam- 

pering children. They rent modest one- or two-room houses 
an one of the many hillside neighbourhoods of Seoul, houses 
- that are being torn down to make way for tall apartment 
buildings. 
- . Seoul has few of the plywood and tarpaper shantytowns 
_ that are scattered throughout Hongkong, Manila and other 
Asian cities. It has none of the bombed-out devastation of 
. New York's South Bronx or Harlem where rotting fire es- 
capes, shattered windows and vacant lots pock the land- 
scape. But the scent of big money in real estate is luring de- 
_velopers and speculators. 

— As Seoul has swelled to 10 million people the rumble of 
cement trucks and the scratching of backhoes has helped line 
. the pockets of real estate agents, property owners and con- 
tractors. Unsurprisingly, those without cash who are in the 
Way of progress have not fared well. 

No one knows how many thousands of people have been 
displaced as neighbourhoods of one-storey houses are level- 
led for new apartment buildings. Church activists claim that 
the 230 redevelopment projects announced by the city since 
. 1985 will displace more than 3 million people — nearly 30% 
of the city's population — by the early Loos. 

-= City officials concede that nearly 550,000 people will be 
displaced by redevelopment, though they hasten to add that 
at least some of these people will move back to their former 
 meighbourhoods once the renovation is complete. Just how 
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game. "We are not competing with the North. We would like 
to cooperate with them instead," he says. "We have to have a 
dialogue with the North. We must have a dialogue." 
Pyongyang's cool response to the declaration was proba- 
bly to be expected, but officials are clearly holding out hopes 
that there may be a change of heart after the Olympics are 
out of the way. In the almost endless diplomatic manoeuvr- 
ing that has gone on since the North broke off dialogue in 
1985, initiatives from both sides up to now have simply pass- 


ed each other in the night. 
M half way, no matter how flexible the South may be. 
Pyongyang has never disavowed its long-held dream 
of uniting the Korean peninsula by force. That was what the 
Korean War was all about and that is what continues to worry 
the South Koreans. "These are the same people and the same 
government [as during the war]." Kim points out to those 
who question the threat from the north. "We have had a bit- 
ter experience. We always have to think of the worst." 
There is little doubt Seoul is growing in confidence, 
buoyed by a surging economy and the steady move towards 
political democratisation. But just reaching military parity 
with the North does not seem quite enough. Some well-in- 
formed diplomats feel the North's window of opportunity is 
long past, arguing that its numerical superiority is more than 


ost diplomats are sceptical that the North will come 


many will make it back into the newly developed areas is a 
subject of dispute. 

"[t's very difficult to say exactly what percentage of previ- 
ous owners move into the new complexes," concedes Kap 
Yang, a city housing official. "Not so many with the renters. 
While the area is being redeveloped they move out." Kap 
says the migration is entirely voluntary: "They take advan- 
tage of profits and move out and go somewhere else. . . 
There's no effort on the part of the government to move them 
to other areas. They do it all voluntarily." 

This is, however, the “voluntarism” of those on the bot- 
tom of the economic ladder. Officials like Kap say the city is 
magnanimous by letting renters — who have no legal right to 
profit from development — share in part of the real-estate 
profits. Under pressure, the city has given renters in rede- 
velopment-neighbourhoods occupancy rights when the new 
buildings are constructed. These rights can be sold, and they 
often are. 

Renters sometimes enjoy windfall profits as high as Won 4 
million (US$5,520) from selling their occupancy rights. Kap 
Yang dismisses the squatters’ complaints as simply envy at 
not enjoying more of the fruits of development. “They don't 
agree on how the ipo should be divided,” he says. 
“Everyone gets greedy.” Housing activists, however, say 
that the only ones able to take advantage of urban develop- 
ment are middle- and upper-class families with enough 
money to cash in on Seoul’s real-estate boom. 
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Squatter housing: many displaced. 
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outweighed by the South's economic and technological edge 
— particularly in the air. 

At any given hour on any given day, there are dozens of 
US and South Korean warplanes aloft, sometimes 70 or 
more. In the North, there are precious few — largely because 
of fuel shortages. “There is," says one Western diplomat, “an 
enormous difference in the number of flying hours put in by 
pilots in the South and those in the North." Other military 
observers point out that the North's 46 MiG23s do not have 
state-of-the-art avionics systems and that there are questions 
over the servicability of many of their MiG21s. 

Although the US and South Korea have made much of the 
recent delivery to the North of Soviet-supplied SA-5 high-al- 
titude surface-to-air missiles, a squadron of SU-25 attack jets 
and possibly sophisticated MiG29 all-weather fighters, inde- 
pendent analysts do not feel they have altered the balance to 
any significant degree. Some even suggest the military 
goodies may represent a trade-off for Soviet participation in 
a trouble-free Olympics and to inject greater substance into a 
conscious decision on the part of Moscow to strengthen its 
ties with Pyongyang. 

Military specialists believe the South is now capable of 
fending off a North Korean ground attack and that without 
air superiority Kim Il Sung would relive the same nightmare 
that left his army decimated in the first vear of the Korean 
War. Doubts persist, however, that the South would be able 


Activists claim that the renters are simply being sacrificed 
as cheaply as possible for the profits of developers and 
speculators. “The motivation for this is profit," says John V. 
Daly, a Jesuit priest who has been active in the movement to 
stop the evictions. 

en a redevelopment area is announced, property 
values start soaring. In one area that is expected to be rede- 
veloped, a house was sold three times in 18 months, its price 
soaring from Won 1.9 million to Won 14.5 million as it 
changed hands. Real estate agents spring up, hyping prop- 
Soy values, taking 10% commissions instead of the normal 
oO. 

“The government says this is a private matter between the 
tenànts and the construction companies," adds Daly. “But 
there are often riot police, the head. of the local police and in- 
vestigators taking pictures of people who resist. How can a 
private construction company order riot police? It's a total 
war against the urban poor." 

Certainly, Seoul needs more housing to solve à growing 
shortage. There were 2.2 million households but only 1.3 mil- 
lion housing units in the city last year, or six houses or apart- 
ments for every 10 families. So families must double up, 
often with relatives. According to government statistics, only 
about half of South Korea's urban families have a house or 
apartment to themselves. 

A Unesco study found that squatters make up around 
20% of the metropolitan area's population. The squatter 
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to effectively counter a simultaneous behind-the-lines intru- 
sion by thousands of North Korean special forces landing 


from aircraft and coastal craft — one of the reasons why it is” 


P 
i 


concentrating on improved mobility, early-warning radar f 


and missile systems in its armed forces modernisation pro- 
gramme. 

But all this may be begging the point. At a time when Roh 
is attempting to map a new course in relations with the North, 
the military and other conservative elements worry that 
many South Koreans are losing their fear of the communist 
threat. Their aim, it now appears clear, is to build up such a 
deterrent capability, well beyond simple parity, that North 
Korean leader Kim Il Sung will not only have second 
thoughts about a southern adventure, he will abandon it al- 
together as a cause whose time has passed. 

Diplomatic sources feel it will only be this realisation, or 
sustained Soviet-Chinese inducement, that is likely to change 
the frigid political landscape on the peninsula. And if North 
Korea is even re-thinking its conventional militaristic stra- 
tegy, it has certainly not given up hope of the South collaps- 
ing from within. “Pyongyang is clinging to the hope that 
there’s a house of cards down here,” said a Western dip- 
lomat. “Politically, they think the South is a tinderbox and 
that all they have to do ts wait it out.” ü 


areas are, not surprisingly, prime targets for redevelopment 
projects, because their residents tend to be less powerful. 
Squatter communities tend to be a buffer area for people who 
have recently moved from the country. 

Men typically find work as day construction labourers, 
street vendors, small shopkeepers, janitors or factory work- 
ers. The Unesco study found that in the redevelopment 
area it studied, 60-70% of the workers were casual labourers. 
Those who live in the communities, however, range from the 


Y 


very poor who have to worry about where their next meal is — 


coming from to entrepreneurs who manage to start tiny 
businesses with what living in a squatter settlement allows 
them to save on rent. 

Even among the urban poor, educational aspirations tend 
to be high, though they are often thwarted. The tiny rooms — 
an average of 3.3 m? for a family in the Unesco study area 


— rarely have desks and the cramped quarters make studying — 


difficult. Since education has traditionally been the route of 
upward mobility for South Koreans, some scholars worr 
that the limited educational opportunities mean that the child- 
ren of the urban poor are in danger of falling into a poverty 
trap that will condemn them to a lifetime of limited job op- 
portunities. 

"Our government has no policy for the poor," says a Seoul 
National University professor who has studied squatters. “It 
doesn't realise the seriousness of the problem. The poor are a 
structural problem, not a problem to be solved on a case-by- 
case basis.” 

Advocates for the poor argue that a new housing policy, 
taking account of those at the bottom of the economic ladder, 
is needed. Opposition political parties pledge they will see 
that the Natipnal Assembly begins looking after the needs of 
the urban poor. 

Urban activists have had little success in linking up on a 
citywide basis. Seoul is a city of indistinct neighbourhoods, 
with few natural boundaries and little contact between differ- 
ent areas. There are no elected officials in the city govern- 
ment — in fact, the only elected officials in the country are 
the president and 224 members of the National Assembly. 

Most of Seoul’s denizens seem to have little sympathy for 
squatters, figuring that since the country’s rising economic 
tide has lifted most other people out of poverty, the ai 
must surely be lazy. With the opposition parties pledging to 
temper the pace of urban redevelopment, Seoul's squatters 
may end up with a bigger piece of the development pie, or at 
least the pace of redevelopment made slow. 






SOUTH KOREA 
SQUATTERS 


Low incomes, 


. 


high rents, 
poor prospects 


E. 
By Charles Lee in Gokangdong, Puchon 
J ust west of Seoul's city limits and along the Olympic 


a vy 


— B torch route is a cluster of hastily built shacks. It is the 
al home of the so-called Sanggyedong squatters who have 
come to symbolise the darker side of South Korea's eco- 
nomic miracle. 
The 30 or so families living here are former residents of 
Sanggyedong, a northern suburb of Seoul, who were evicted 
- from their homes when their neighbourhood was flattened 
for redevelopment and modernisation. They later took re- 
dae at the Myongdong Cathedral in central Seoul, dramati- 
cally publicising the plight of South Korea's urban squatters. 
But now, as they fade from 
public memory, authorities 
have become less yielding. 
In Seoul, similar stories 
of low-income families un- 
wittingly falling victim to re- 
development (which usually 
means construction of high- 
rise apartment complexes) 
abound. As the hub of 
South  Korea's thriving 
economy, Seoul grows ever 
larger, taller, richer and 
more modern. In the pro- 
cess though, many citizens 
like the Sanggyedong squat- 
ters are left behind, their 


lives crushed by the 
bulldozer of progress. ^ 

According to the resi- | | | 
dents here, about 500 | Urbanhousing: redevelopment problems. 


Most of Seoul's squatters, including the former resi- 
dents of Sanggyedong, are rural migrants who came to the 
capital during the 1960s and 1970s, swept along by the tide 
of rapid industrialisation. Dreaming of the good life in the 
big city and with nothing but themselves to offer, the mi- 
grants embraced any jobs they could find. Many became 
construction workers, street vendors or housemaids. Some 
of the luckier ones landed jobs at factories or took up taxi 
driving. 

With an average income of US$200-330 a month, subsis- 
tence is not a certainty to this day. Further, because most of 
their jobs are available only on a day-to-day basis, and some 
work, like construction, is seasonal, their actual income 
often falls short of the average. Illness can have dire conse- 
quences. 

The Sanggyedong squatters, who by pooling their re- 
sources manage to eat rice twice a day and ramen once, say 
living on the fringes of Seoul has made it even more difficult 
to work. “It takes two hours just to get to central Seoul,” said 
one middle-aged woman with an air of resignation. Other 
residents say it is not unusual for many here to leave for work 
at 5 a.m. and return at midnight. 

Still, despite all the adversities they face — the exhausting 
work schedule, the damp, stuffy nights in the cave and the 
utter apathy of their fellow citizens — the migrants displayed 
no overt symptoms of misery. They are much better dressed 
and manicured than expected, friendly and easily drawn to 
laughter. In fact, the lack of 
more pungent bitterness 
one might expect from 
people hardened by years of 
destitution and social indif- 
ference catches a visitor off- 
guard. 

Many say they have no 
regrets about having left the 
green rice fields for the grey 
shanty towns of Seoul. “We 
didn’t have anything any- 
way” in the country, said 
one resident. When asked 
how living in a cave has af- 
fected their views of South 
Korea, they replied without 
hesitation that they live in 
the best country in the 
world. And even as they 
refer to the Olympic Games 





families originally lived in 
rented rooms in Sanggyedong. But by spring of 1987, there 
were only 77 determined households left, resisting an evic- 
tion order issued about a year earlier. One day in April last 

ear, the tenants lost the battle when developers mobilised 

undreds of workers and some 80 trucks to clear the rooms of 
all furniture. During the operation, riot police armed with 
tear gas and hired thugs prevented the tenants from interfer- 
ing. 

With the Won 80,000 (US$110) per household eviction 
compensation far too little for relocating to other already re- 
developed areas, the displaced families turned to the Catho- 
lic church for help. For nearly eight months they lived in tents 
next to the Myongdong Cathedral, often subsisting on ramen 
(an instant noodle-soup dish). 

Earlier this year, 33 families together bought a small patch 
of land in Gokangdong with the help of the church. A few 
days before they were to move into hastily built shanties on 
this inhospitable and dust-blown area, authorities intervened. 

— According to residents, a demolition crew sent by Puchon 
city officials levelled the shanties in a few hours, saying it was 
illegal to build without city permission. Moreover, when they 

went to the city hall to plead their case, they were told that a 
shanty town cannot be built next to the road on the route of 
the Olympic torch. Hence the cave and the quasi-tents which 
house their belongings. 





or, more specifically, the 
Olympic torch as “our enemy,” they said it is a duty of all Ko- 
reans to wish for its success. 

But there is pain obviously, and it becomes most apparent 
when they talk about the 50 children who continue to live at 
the Myongdong Cathedral to attend school in Seoul. “We've 
been through this kind of situation before so we're not wor- 
ried about ourselves,” said one parent. “But it is my sincerest 
hope that my children avoid this fate.” 

The government's attitude towards them also hurts. Ac- 
cording to the residents, an official of the ruling Democratic 
Justice Party they once went to for help accused them of lazi- 
ness because of their failure to shed the shackles of poverty. 
Government officials, for their part, maintain they have ful- 
filled their responsibility towards the Sanggyedong squatters 
by ensuring that the developers provide adequate compensa- 
tion. Any further demands, therefore, are regarded as un- 
duly instigative, opportunistic and greedy. 

The residents’ response to this is perhaps predictable, yet 
again it is aired without a sense of anger or hatred. “The gov- 
ernment thinks of us as being less than human,” says one. 
Others are quick to note that many of their problems begin 
with South Korea’s low wage policy. Still. according to 
another, "we're not asking the government to feed us. What 
we want them to do is just leave us alone. Let us live accord- 
ing to our means." Oo 
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Hotel Lotte Reaches New Heights in Luxury 


Hotel Lotte's major expansion at two 
locations makes the total of 2,017 rooms and 
suites for a bigger and more luxurious choice. 


With the New Wing and Hotel Lotte World in Chamshil, 
Hotel Lotte now ranks among the world's 10 largest 
hotels. 

Together. Hotel Lotte offers you a choice of 170 


luxurious suites, 500 deluxe rooms and 1,400 superior 
rooms — for the very ultimate in luxury and comfort. 


Hotel Lotte: Everything and more you would expect of 
one of the greatest hotels in the world. 


HOTEL LOTTE 


SEOUL KOREA 
TEL. 771-10 


HOTEL LOTTE WORLD 


HAMSHIL SEOUL KOR 
TFL. 419-7000 
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B 2,017 Superb Rooms 
Main Bldg.: 1,019 Rooms 
New Wing: 465 Rooms 
Chamshil : 553 Rooms 


E 22 Meeting & Convention Rooms 
Main Bldg. : 16 (4,000 Persons! 
Chamshil : 6 (2,450 Persons! 


E 36 Restaurants & Bars 
Main Bldg.: 20 
New Wing: 5 
Chamshil : 11 


E Parking for 6,860 Cars 
Main Bldg.: 1,860 Cars 
& New Wing 
Chamshil : 5,000 Cars 


li Major Facilities 
Sauna, Pool, Duty Free Shop, Executive Floor, 
VIP Lounge, VIP Elevator (New Wing) 





Specialized precision. Global 





accuracy. 
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Trade finance. Treasury services. Merchant 
banking. Stockbroking. Insurance. Years of 
experience in different departments and offices 
of the HongkongBank group have given our 
staff specialized financial skills. 


That's why the HongkongBank group's member 
companies have gained a formidable reputation 
for their specialized financial services. Wardley 
in project and corporate finance. James Cape! 
in stockbroking. Carlingford and Gibbs in 
insurance. To name a few. 


Advanced technology links these independently 
successful companies into a global network: 
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STUDENTS 


Campus radicals 
face the 
ideological gap 


By Hein Kim in Seoul 


n his first year at university, a South Korean student's 
l reading list might begin with Rius' political cartoons of 

Lenin, Castro and Mao, biographical excerpts of former 
student activists, a neo-Marxist analysis of Korean class rela- 
tions under Japanese imperialism — and Ingersoll's account 
of the rise of the Socialist Youth League in pre-Hitler Ger- 
many. 

By second or third year, the student could be rewarded for 
diligent study with access to a photocopied, smuggled trans- 
lation of Das Kapital. By fourth year, assuming he had man- 
aged to evade or postpone the compulsory three-year mili- 
tary service, he might graduate to a more hardcore circle 
specialising in the tenets of juche, North Korean leader Kim 
Il Sung's philosophy of self-reliance. 

With that behind him, he is now equipped to become a 
sonbae or elder, in charge of one's 
own "independent study" group 
of hobae, or juniors — the cells 
making up the radical network 
that extends in a loose, but sur- 
prisingly organised way through 
the nation's campuses. 

It is this typical extracurricular 
initiation which gives expression 
in self-videotaped rockthrowing 
engagements with riot police, 
similarly ritualistic attacks on the 
US Embassy and other American 
facilities, and weekend “re-educa- 
tion" sessions devoted to working 
side by side with farmers in their 
fields. 

The summer-long efforts by 
student protesters to take advan- 
tage of the pre-Olympic spotlight 
on Korea and use the games to 
focus attention on the issue of na- 
tional reunification indicates that further motivation lies be- 
hind what has become much more a culture of protest than 
the simple desire to give political directives to the nation's 
leaders. 

Conspicuously missing from the pe season of protest was 
the mention of democracy — an absence which even Presi- 
dent Roh Tae Woo noted in his 29 June speech commemorat- 
ing the previous year's announcement of promised reforms. 
While the opposition parties view the establishment of demo- 
cratic institutions as their first priority, the students have 
maintained their "extremist" position in denying that 
genuine democracy can be achieved anywhere on the Korean 
peninsula before unification. 

In this sense, student radicals have ironically circled back 
on previous authoritarian regimes' perennial tactics of point- 
ing north across the border as a justification for extremist 
policies. The rhetoric of violence that seems to have out- 
paced the earlier moderate stance of the human rights move- 
ment is symptomatic of a sudden unleashing of so-called sub- 
versive ideas following years of suppression. 

For many university students committed to the cause of 
uprooting the spreading evils of South Korea's rapidly trans- 
forming society and political institutions, breathing govern- 
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President Roh: reforms promised. 
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ment-issue teargas in the name of what one pundit describes 
as “demo-crazy” has become a way of life — as has been the 
common practice of keeping parents uninformed about pur- 
suits outside the lecture room. 

The night of the abortive march to Panmunjom in early 
June, student leaders held a midnight pep rally at Yonsei 
University which to all appearances might have been taken 
for a rock concert if it were not for the presence of riot police 
outside the gates. Inside, hundreds of students brought in 
from campuses all over the country lined up in front of the 
student union, waiting to telephone home with a variety of 
excuses for spending the weekend away. 

Meanwhile, the parents of the students who take to the 
streets calling for a "people's revolution" are of the same 

eneration that survived a war. Their children's ideological 
ascination with Kim Il Sungism causes dismay and bewilder- 
ment. There is also a degree of wonderment at the pied piper 
who has lured away the sympathies of the young South Ko- 
reans and induces them to dutifully tune in to the forbidden 
airwaves of Radio Pyongyang. 

One mother was horrified to overhear her son claim that 
"the Americans, not the communists, were responsible for 
starting the Korean War" — a heresy currently popular on 
university campuses. As one student observed, the reaction 
of most parents to the continuing demonstrations is general 
tolerance, and even sympathy, quickly conditioned by — “as 
long as my child is not involved." 

As student leaders maintained 
throughout the reunification cam- 
paign this past summer, "spread- 
ing consciousness among the 

eople" is the primary objective 
behind their illicit exercises — à 
follow-on from their spearhead 
role in last year's democratisation 
protests. If mainstream opinion 
does not always support the vio- 
lent displays, neither does it dis- 
agree with the underlying mes- 
sage. 

The thinking that spurs the 
radicalism might be described as à 
heterodoxy that blends left and 
right impulses in a contradictory, 
and compelling. view of the 
peninsula's destiny. A recent sur- 
vey conducted by the Korean In- 
stitute of Social Studies indicated 
that while 86% of university stu- 
dents held the US accountable for the original division of 
Korea, 7996 approved the continued stationing of US troops 
in South Korea. 

In a nation where three-quarters of the population 1s 
under 35, and nearly two-thirds under 29, it comes as no sur- 
prise to witness the emergence of a distinct generation gap, 
especially in po outlook. The ideological divide often 
begins in the home, between parents who can neither forget 
the experience of wartime hunger nor forgive the sufferings 
of persecution and flight associated with the North Korean 
communists, and their children — a generation coming of age 
with an absence of historical memory. 

For many older South Korean citizens, the international 
coverage of the street-fighting was a source of family embar- 
rassment: the indelible impression of American Gls handing 
out surplus canned milk and chocolate bars at the end of the 
war makes it difficult for them to perceive anti-Americanism 
as anything but an affront to long-generous benefactors, And 
the Olympics as anything but, first and foremost, a matter of 
hospitality. 

The younger generation, meanwhile, “has been taught in 
school to believe in liberal democracy, vet they see neither 
their government nor their elders practising it," as political 
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gap has been less the E : than a ‘primary incentive for 
the students’ unabated insistence on putting up opposition in 
the face of seeming liberalisation. The direct plea for atten- 
tion from an older generation set in its distrust towards North 
Korea compels observers to view the anti-government viru- 
lence in a broader context of revolt. — 

Shin Sae Ho, vice-president of the Korea Education De- 
velopment Institute and a long-time educator, compares the 
student radicalism to a *plague" that has so far not been dealt 
with in a farsighted way. These days, the challenge to author- 
ity begins in the classroom, where the Confucian pillar of 
teacher-pupil hierarchical relations has been gradually over- 
turned. 

One former student activist who is now a university ad- 
ministrator notes that a new feature distinguishing the recent 
protests from those of the 1960s has been the diminishing re- 
spect and trust accorded to professors, once regarded as reli- 
able havens from the law. In contrast, a professor highly re- 

garded for his leftist sympathies a decade ago now finds him- 
self branded a “neo-conservative” by his graduate students. 
Even Kim Dong Kil, a professor at Yonsei University and 
one of the most outspoken social critics of the 1970s, is now 
accused by younger intellectuals of having turned moderate 
in his views. 


nessed than in the unprecedented display of administra- 

tive bashing at Seoul National, the nation's most pre- 
stigious public university, where 100 students broke into the 
president's fourth-floor office with sledgehammers and 
threw desks and bookcases out of the window. The incident, 
which led to the expulsion of 11 students, was triggered by 
the university's apparent refusal to subsidise the student-in- 
itiated "volunteer rural service" — a programme that attracts 
about 10% of campus populations each summer. 

One cynical response to the Panmunjom march was "let 
them go see for themselves" — implying that naive romanti- 
cism lay at the heart of their quest. The increasing admission 
is found, however, that a faulty pedagogy and repressive uni- 
versity environment have been to blame for the younger gen- 
eration's reactionary protest against the authoritarian at- 
titudes that pervade South Korean society. Cardinal Kim Su 
Hwan, appearing on a weekly television programme, called 
on government leaders to "seriously reassess" how the policy 
of inyom kyoyuk, or ideology education, has backfired 
through a selective teaching of history and clumsy attempts 
to indoctrinate against radical thinking. 

Cardinal Kim blamed the current estrangement on the 
failures of "a narrowly conceived improper educational ap- 
proach" that has systematically quelled both creative thought 
and independent critical reflection. Many Korean educa- 
tionalists are now calling for a complete liberalisation of the 
academic environment, arguing that only guided classroom 
exposure to previously censored subjects can properly im- 
munise students. 

Compounding the ideological alienation and academic 
pressures to achieve are the social tensions found on cam- 
puses as well. A Seoul National University counsellor notes 
that many of the students involved in street demonstrations 
are from the rural provinces, and experience a difficult trans- 
ition in adjusting to their new urban surroundings. The re- 
sulting "anxiety of culture lag," is partially responsible, he 
claims, for a nativist reaction against the undigested forces of 
modernisation, and the flood of imported influences viewed 
as decadent and corrupting. 

The student protests must also be seen against the back- 
drop of a growing dissident culture. Former campus activists 
have spread their influence in journalism, academia, and the 
publishing industry, thus helping to institutionalise a move- 
ment that has been deepening its roots since the early 1970s. 

The student movement, as a whole, took a theoretical 
turn following the 1980 Kwangju uprising, and its disappoint- 
ment in the strategy of mass action alone. Student. leaders 
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realised the necessity of a frame- 
work for analysing and disseminat- 
ing Opposition views on issues 
such as labour, social inequality 
and national reunification. 

What emerged was a theory of 
complicity between US “cap- 
italist-imperialist” interests and 
past military-backed “fascist” re- 
gimes to explain incidents such as 
Kwangju — and even the 1979 as- 
sassination of former president 
Park Chung Hee; allegedly dis- 
pleased with Park's increasingly 
autonomous stance, the US Cen- 
tral Intelligence Agency is said to 
have ordered his shooting, and 
presumably opened the way for 
Chun Doo Hwan’s successful bid 
for power. 

One of the main sources of bourgeoning anti-American 
sentiment has been the increased volume of scholarly re- 
search devoted in the last decade to revising previous under- 
standings of modern Korean history, including the US role in 
the partitioning of the peninsula. Some scholars now insist 
that the conflict which broke out must be viewed in terms of a 
civil war aborted by outside interference. 

Various indigenous factions were competing for legiti- 
macy and popular support, when Syngman Rhee established 
— with crucial US military backing and political support — a 
counter-revolutionary government consisting of former pro- 
Japanese collaborators. Meanwhile, he had his rivals, includ- 
ing the revolutionary patriot and leader of the Shanghai pro- 
visional government-in-exile, Kim Ku, eliminated by falsely 
branding them as communists. 

This reinterpretion of events, largely inspired by critical 
examinations of US foreign policy in Vietnam, places the of- 
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By Charles Lee in Seoul 


ost South Koreans regard the Seoul Olympic Games 
M as a two-week-long mega-party celebrating this so- 
called “Hermit Kingdom’s” emergence on the inter- 
national centre stage. But there is one group of people par- 
ticularly anxious for the lights to go on and the show to begin 
— with the curtains never falling. 
According to South Korea's tourist officials, the games 
represent a once in a lifetime 
ublic relations and financial 
onanza of incalculable value. 
"[South] Korea was not very 
well known before the Olym- 
pe were granted to us,” says 
ew Hwan Kyu, who is in 
charge of international ac- 
tivities at the Korea National 
Tourism Corp. (KNTC). “But 
now, the Olympics have made 
people want to come here.” 
KNTC officials estimate that 
a record of 2.2 million foreign 
tourists this year — with 
250,000 of them arriving for the 
games — will descend on this 
somewhat bewildered nation, 
eens some US$3 billion. 
comparable figures last year 


Folk arts: drive for visitors. 


Per rata: FEM IIS Meee ^ orrrreanrn sno 





SOUTH KOREA 


ficial start of the Korean War às 
early as late 1946-47 when com- 
munist agents began operating in 
the south. In this way, it questions 
the conventional understanding 
that North Korean aggression in- 
itiated the outbreak of war, and 
casts the US in the role of an un- 
welcome meddler, rather than the 
midwife of democracy. 

While the Ministry of Culture 
and Information recently banned 
left-leaning works analysing the 
origins of the Korean conflict by 
such Western historians as Bruce 
Cumings and I. F. Stone, compar- 
able views have been steadily 
gaining ground. One leading dissi- 

dent journalist and long-time observer of the student move- 
ment maintains that "the impulse behind anti-Americanism 
is nationalism." For post-war generation South Koreans 
coming to grips with their legacy of newfound economic 
prosperity these historical debates are not just academic 
questions, but key epistemological leads for pondering their 
nation's difficult birth and eventual fate as a "Chosun 
people." 

The students' radical tendency is marked by impatience 
with the pace of current reforms. Still, the fact that they ap- 
parently agreed to call off visible street protests during the 
Olympics indicates that some at least are willing to modify 
their extremism in accordance with the promised liberalisa- 
tion. Whether they will insist on pressing the issue of Roh's 
other promise of a referendum will become clear after they 
resume classes following the two-week Olympic school holi- 
dav. oO 





Officials hope to create new image 


were 1.87 million and US$2.3 billion respectively. Promo- 
tional effects from South Korea's exposure to an estimated 
60% of the world's population during the games are expected 
to bring more than a 70% rise in the number of tourists and 
tourism earnings by 1992. 

Officials realise that South Korea will never become one 
of the world's tourism hotspots. But that is not the goal any- 
way. "Our chief aim now is the 
publicising of Korean culture 
and the improvement of 
Korea's image," says Lew. 
More specifically, the KNTC 
feels it is about time the people 
of the world conjure up images 
other than that of the Korean 
War, student demonstrations 
and counterfeit name-brand 
goods at Itaewon shops when 
they think of South Korea. 
“Seeing is believing,” says Lew. 
“When foreign tourists come 
here, they will realise 
that Korea is a much bet- 
ter place than what they've 
heard." 

To ensure that the tourists 
indeed do become impressed 

















the South Korea of 1988, the KNTC has availed itself of 
st array of options designed to accentuate the "Korean 
." Forming the centrepiece in this effort are 18 pack- 
i tours with stopovers in places of historical interest 
Has the Yee Dynasty palaces of Seoul; Kyongju, capital 
1e first unified Korean kingdom of Shilla; and the Ko- 
in Folk Village, a living museum of Korea's past. In ad- 
ion, the Olympic Arts Festival, the stated goal of which 
*to share [all participating nations'] own customs and tra- 
ns," will, of course, highlight Korean aspects more so 
n others'. 

Another key programme which combines opportunity 
cultural exchange with lodging is the Home-stay Pro- 
ime sponsored by the City of Seoul, under which 500 
en families will become South Korea's designated am- 
adors of goodwill, whose chief mission is the first- 
and introduction of Korean traditions, food and lan- 
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By Charles Lee in Cheju 
B g nul well into the 20th century, Cheju-do, the island- 
province off the southwestern tip of the Korean 
ig peninsula, was known even among Koreans as “that 
place way over there." Nowitisthe nation's favourite vacation 
spot and South Korean tourism officials are trying to make it a 
preferred destination for international travellers as well. 
. When the Olympic torch began its long march through 
South Korea from in front of the provincial government 
building here on 27 August, officials received some hefty 
publicity for their cause. But ambitious South Koreans see 
Olympic Games as only a brief interlude along the road of 
change which will eventually transform sub-tropical Cheju 
ito the "Hawaii of Korea." 
Cheju certainly has all the ingredients for such a prospect. 
e nation's largest island is a wonder of a place where the 
lountains, the sea and the forest compete for visitors’ atten- 
on. Most conspicuously, Mount Halla, an extinct volcano 
the tallest peak in South Korea at 1,950 m, rises out of 
ie sea to dominate the Cheju skyline. 
Equally famous is Cheju's 253-km coastline, admired for 
clear waters and fresh marine products. And the land- 
pe is thickly blanketed with some 1,800 species of vegeta- 
— on Mount Halla, they range from sub-tropical to al- 
. Cheju is also the only place in South Korea where 
use bananas and pineapples are grown. 
eju last year received 1.8 million tourists, generating 
74 billion (US$238.4 million) in earnings — gains of al- 
15076 and 300% respectively from 1981, according to 
heju tourism officials. It is especially popular among honey- 
ners, who make up 50% of domestic tourists coming 
€. Projections for the future are even rosier, calling for 2 
ion visitors and Won 251 billion in revenues this year with 
e figures expected to top 2.5 million visitors and Won 500 
n earnings by 1991. 
However, Cheju is not internationally renowned — at 
for now. Last year, only 150,000 visitors came from 
rseas, 80% of them from Japan. Even with the Olympics, 
ure will remain unimpressive at 200,000, or 1096 of the 
number of tourists. 














Cheju-do scene: d 


almost US$13 million on publicity. 









-Laying the foundations for all this have been the KNTC's 
aggressive promotional campaign, started soon after Seoul 
was granted the games in 1981. Through the ad hoc '88 
Seoul Olympics Visitors Bureau, the KNTC has been en- 
gaged in vigorous publicity drives in Europe, the US, Japan, 
Southeast Asia and even Yugoslavia. Also, 205,000 
brochures on travel information written in eight languages 
were distributed last winter. In 1987 alone, the KNTC spent 


Could anything go wrong? Yes, and cracks began appear- 
ing long ago in some areas. For a time, lack of hotel space 
looked like the biggest worry. Even six months before the 
games, all of the 15,300 rooms that make up Seoul's 67 tourist 
hotels were booked, and officials worried about the lack of 
properly trained staff. But with only a month to go, it became 
apparent that fears of violence had prompted many foreign- 
ers, especially Americans, simply to stay home and watch the 
games on television. 


The challenge is to make Cheju "a world-renowned 
tourist spot to be highlighted during the coming age of the 
Pacific," in the words of President Roh Tae Woo during his 
visit to the island last April. The response was a Won 1.3 tril- 
lion development project started in 1985. 

The stated goal of the Ministry of Construction's Cheju 
Comprehensive Development Plan, prepared by the Bechtel 
Corp. of San Francisco, is a delicate simultaneous pursuit of 
tourist promotion and the preservation of Cheju's natural re- 
sources. But at the moment, attracting more tourists gets the 
first nod. 

Central to this effort is construction of multi-purpose 
tourism complexes at three sites along the coast, most 
important of which is the one at Chungmun on the southern 
shore of the island. When completed, the Chungmun Tourist 
Resort Complex — strategically situated amid the beaches, 
waterfalls and camellia groves — could become South 
Korea's holiday paradise. It will have at least four deluxe 
hotels with casinos, an 18-hole golf course, a botanical gar- 
den, an oceanarium, a traditional fishing village and a shop- 
ping mall, all within 3.7 km?. 

That, however, is the possibility, not the reality. For now, 
Chungmun — parts of which are already open — may be try- 
ing to become too big for its own good. Originally scheduled 
for completion in 1991, the resort now looks likely to be de- 
layed three years at best and five at worst. 

Fortunately — or unfortunately — tourists are not beating 
down doors to get to Chungmun. The reason, according to 
Peter Stettler, general manager of Hyatt Regency Cheju, the 
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guage to their temporary housemates from far-off lands. |- 
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Another major worry of some consequence is South Ko- 
rean’s less-than-exemplary command of foreign languages. It 
may very well end up creating even more misunderstanding 
about South Korea, much less clarifying existing ones. 
Lastly, anything that remotely hints at a breakdown in sec- 
urity before the games could turn away would-be tourists in 
droves. 

One prospect tourist officials, however, are not worrying 
about is the often-mentioned scenario of Olympic tourists 
marching off to Japan or China for sightseeing after the 
games and skipping South Korea altogether. Officials dis- 
miss such a worry as superfluous, saying people travelling in 
Europe do not confine themselves to one country anyway. 

Just to make sure, however, the tourism bureau of the 
Ministry of Transportation reached an agreement with its Ja- 

anese counterpart last December to maximise joint benefits 
rom the games. “It is obvious that tourists from the West will 
want to visit Japan and China too," says KNTC's Lew. "But 
their main destination in the end will be Korea." ü 


first hotel to open at the complex in 1985, is that "no one 
knows about this place . . . it needs marketing." Stettler said 
the average occupancy rate at the Hyatt last year was a dull 
66% . Indeed, throughout Cheju the biggest problem facing 
tour officials is “how to harmonise the number of tourists 
with the number of tour facilities,” says Chung Chung Soo, 
head of Cheju province’s tourism department. “As of now, 
they are in balance. But I can’t say whether this will be true in 
the future.” 

There are other problems in this would-be paradise, chief 
among them, as many islanders see it, is their own role in 
Cheju's development. Although not entirely disapproving of 
the central government’s sweeping design, many here feel 
they are not benefiting nearly as much from the influx of 
tourists as they should. 

According to Father P. J. McGlinchey, a 35-year resident 
of Cheju who is respected among the islanders for his concern 
for their welfare, the natives have been driven to the bottom 
of Cheju’s tourism-centred economic hierarchy as only the 
industry’s most menial jobs are open to them — work as hotel 
maids, taxi or bus drivers and souvenir shopkeepers. “Too 
many [managerial-level] hotel workers are brought in from 
the outside,” says McGlinchey. 

Growing popularity of sex tourism is another trend that 
excites few islanders. It iscommonly acknowledged here that 
there are 1-2,000 prostitutes, most of whom are mainlanders. 
“There are more Japanese in northern Cheju than southern 
Cheju because finding ‘entertainment’ in the kiseng [geisha] 
houses is easier there,” says Hyatt’s Stettler. 

Other long-time foreign residents of Cheju, like Fred 
Dustin, lecturer at the Cheju University’s tourism depart- 
ment, warn that the government is over-emphasising the role 
of tourism in the overall development of the island. Dustin 
believes Cheju’s other two assets — fruit and vegetable farm- 
ing and fishing — should not be neglected. “Maybe the ideal 
situation would be an economy based on 50% tourism, 25% 
agriculture and 25% fishing,” says Dustin. The government, 
according to Dustin, wants to give tourism 80%. 

Either way, if tourism is going to play a predominant role 
in Cheju's future, government officials — who take orders 
from Seoul — should learn to pay closer attention to the na- 
tives' opinions. The rationale for this extends well beyond 
the fact that it is the islanders who must in the end live with 
official decisions. More importantly, it is because as natives, 
er often have ideas much more in tune with the realities of 
Cheju. 

For instance, many residents are bemused by the sight of 
exhausted honeymoon couples shepherded in tour buses 
from one quite ordinary site to another. As the islanders see 
it, the real charm of Cheju lies in simply getting away from it 
all, and enjoying the clean air, blue seas and sense of peace and 
quiet. Government officials intent on developing the island 
as a fast-paced resort would do well to keep that in mind. O 
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A degree is no 
guarantee 
of employment 


By Hein Kim in Seoul 
B: the South Korean university entrance exam 











system was modified last spring, there were reports 
of umbrella-wielding mothers breaking into univer- 
sity administrators' offices around application deadlines, and 
entire families deployed with walkie-talkies at various cam- 

uses to scout out the last-minute competition. Nor is it un- 
bound of, in this competitive society, for families to emigrate 
to secure their children's chances for education abroad. 

Koreans take the education of their children rather seri- 
ously; it might even be called a national obsession. But in à 
nation where two out of five people hold a university degree, 
and yet less than half are able to find employment upon 
graduation, the expectations often outweigh the practical 
benefits of securing a degree. 

In comparison, more than 75% of graduates from junior 
vocational colleges are reported to have found jobs this year 
— clearly the reason why a growing number of university 
graduates are being lured into re-enrolling at these institu- 
tions. Overall, there has been some serious reassessment of 
the university-bound mentality that stems from the ancient 
days of civil service exams, and the ingrained belief in educa- 
tion as the key to a meritocratic society. 

One major area of concern is the severe shortage of posi- 
tions available for graduates of teachers' colleges. Of last 
year's 80,000 graduates in this field, less than 10% were able 
to find employment as teachers. The remainder work as pri- 
vate tutors — still an illegal practice despite a large "black 
market" demand — or engage in menial occupations. Educa- 
tion Ministry officials admit that the oversupply of qualified 
primary and secondary school instructors was the result of a 
doubling of university entrants in the early 1980s without re- 
gard to the long-term effects. 

The crisis in immediate employment prospects is not lim- 
ited to education majors. For a growing number of business 
and liberal arts majors, entry into large corporations is both 
desirable and highly competitive. Last year, when Korean 
Air began a search for qualified airline control programmers, 
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4,000 candidates showed up for the 20 available spots. A 
local English-language newspaper received 1,000 applica- 

_ tions when it advertised for four trainee reporters. 

- . Although Korean taxpayers pay more than Won 372 bil- 

— lion (US$513 million) annually in special education taxes, 
classroom student-teacher ratios have remained unchanged 
in the past two decades at 60:1 — one of several issues which 
are now under public debate. 

University admission has been a particularly troublesome 
area. Beginning last year, the application procedure was 
changed. Students now apply first for entrance to a university 

and then take an examination which determines whether 
they will be accepted. Before, they took the examination 
first, then applied for a place on the strength of their marks. 
. The new system is intended to ensure a more equitable distri- 
- bution of candidates across the nation's campuses and elimi- 
nate last-minute umbrella-wielding episodes. Critics of the 
. new policy, however, maintain that the result of the change, 
along with the restriction on application submissions to just 
- one school, has been a situation of randomness, not fairness. 
Prof. Lee In Ho of Seoul National University calls the 
— switch “the worst possible combination of measures," and 
. partially blames the psychological pressures induced by the 
. uncertainty incorporated into the new system for the 51 stu- 
dent suicides during the May-June exam period. Such 
"Y Bos have placed considerable pressure on the Ministry 
. of Education (MoE) to institute sweeping reforms of the edu- 
- cational environment. Coincidental or not, the ministry's an- 
. nouncement of a major decentralisation effort involving 376 
. different points followed the weekend of the Panmunjom 
-= march demonstration by student radicals. 
While the new measures mostly affect the selection of 
— high school headmasters and their range of responsibilities, 
. the overall emphasis is said to be one of increasing local au- 
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Citizens begin 
to battle 
for their rights 


A South Korea becomes richer its consumers are be- 
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coming more restive. Although still young, the 
country’s rong nationalistic consumer movement 
_ is becoming more vocal. 
The leadership of the consumer movement is dominated 
- by women, many of them well-educated middle and upper- 
middle class and who have attended the elite Ehwa Women's 
. College in Seoul. With avenues to professional employment 
— for women still limited, the importance of women in these 
- largely voluntary groups is no surprise. The YWCA is one of 
. the most prominent voices in the consumer movement, while 
women dominate the staff at the Citizens Alliance for Con- 
- sumer Protection in Korea (CACPK ). 
CACPK says that government officials are becoming 
more responsive to its complaints, especially as the country 
- has moved towards democracy in the past 14 months. “When 
_ [started in the consumer movement the government used to 
say we were anti-government communists," says Kim Jai Ok, 
who worked with the YWCA consumer protection arm from 
1969 until CACPK was founded in 1983. 
"Even two years ago officials were interested in manufac- 
turers, not in consumers," says Kim. "But these days they are 
very worried about consumer protests." Moreover, govern- 













tonomy. Already, independent teachers' councils have been 
formed at 140 primary and secondary schools nationwide 
with 80-90% participation, giving teachers more influence in 
school administration. Signs that the government is acknow- 
ledging the problem of student alienation and moving to re- 
structure campus administrations are evident in two new 
policies involving the appointment of university presidents 
and the tenuring of faculty members. 

The new president of Yonsei University was elected, for 
the first time, through a direct faculty vote rather than ap- 
pointed from above, as in the past. Other private and public 
universities are expected to follow suit. In addition, univer- 
sity administrations will be given a new tenure option effec- 
tive next year, in which they may choose to retain the current 
renewal policy or adopt the new system of granting long-term 
tenure. The present system of renewing contracts at two to 
three year intervals has been criticised as a means of indi- 
rectly censoring dissident faculty members. 






the level of assistant professor. The change, however, is 
not likely to halt the politicisation of teaching appoint- 
ments, as students continue to lobby for and against faculty 
candidates. Moreover, it remains to be seen whether the 
changes will bring about the goal of campus autonomy, which 
was last effected as a policy by the government in 1984, ironi- 
cally, as a last-minute attempt to counter the growing 
radicalisation of campuses. The eee of responsibility 
to university administrations eventually came to be seen as a 
formality for the continuing repression of subversive ideas. 
The mood among faculty members in speculating about 
freedom of expression on campus remains cautious. Studerits 
can easily obtain in campus bookstores works that are still 
taboo in lecture rooms. Even while the new changes were 
being announced, a university lecturer was subpoenaed by 
the Seoul prosecutor's office for his presentation of a paper 


T he MoE has vowed to stay clear of hiring decisions up to 
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Rice harvesting: worries over imports. 


ment officials are grudgingly accepting the fact that South 
Korea is now developed enough that it can afford to protect 
its citizens from the worst ravages of pollution and unsafe 
products. 

The group concentrates its work on drugs, food and pes- 
ticides. Since it was founded CACPK has focused on a differ- 
ent issue each year, including breast feeding, patient rights, 
drugs, pesticides and pollution. It claims 5,000 dues-paying 
members and more than 300,000 attendees at its seminars 
and educational programmes. Working with international 
consumer groups and UN organisations, CACPK has had 
particular success in calling the government's attention to 
drugs that have been banned in other countries and getting 
those products pulled off the local market. 

The government inaugurated a consumer protection or- 
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capitalist society monopolised by the state.” In his defence, 
more than 200 colleagues signed a petition protesting against 
infringement on the academic community’s freedom of 
speech. | 

Another crucial area of reform is the revision of 
textbooks. In July, the MoE announced a plan to revise offi- 
cial history books so, as one official put it, "they no longer 
stress an anti-North Korean view but will seek to help 
schoolchildren better understand the north as the other half 
of the nation." The draft version is said to substitute a com- 
parison of the two nations' economies and lifestyles that will 
criticise the communist system, rather than the people. 

ic e Ministry of Labour said it would cooper- 
g knowledge of labour issues into secondary 
1 asa long-term means of addressing the cur- 
rent wave of labour disputes and discouraging the spread of 
"extremist reactions." Interestingly, some of the most ex- 
travagant demands in labour disputes so far have come from 
white-collar workers, particularly those working for foreign 
firms. One Western businessman recalls that when a union 
was formed among Korean workers in his office, plans for a 
strike were carried on simultaneously even though the man- 
agement had not been informed of employee demands. 

A final factor in liberalising the intellectual climate on 
campuses promises to be the lifting of travel restrictions. In 
the past year, the minimum age for travel abroad has been 
dropped from 50 to 30, and inJuly alone, there was said to be 
a 33-fold increase in the number of South Koreans going 
abroad. The government has given approval for 35 students 
from the Han Yang University of Foreign Studies to visit 
Krakow University in Poland next summer. In addition, it is 
arranging government-sponsored student tours to East Ger- 
many, Hungary, Yugoslavia, China, the Soviet Union, Man- 
churia; and even Mt. Baektu on the North Korean-Chinese 
border... oos nH 
















ganisation last year, but it has yet to show much spunk. The 
president of the government-sponsored organisation man- 
aged to last only a few months on the job. Those in the con- 
sumer movement look on the organisation with suspicion, 
claiming it is staffed with government salarymen rather than 
committed consumer rights advocates. 

There is a strong nationalist slant to much of the consumer 
movement. While consumer activists have spearheaded the 
fight against smoking, they have saved most of their ammuni- 
tion for foreign cigarettes. “We are concerned about the 
health of South Koreans,” said a protester at a recent march 
which was capped with the burning of a huge Marlboro pack 
topped with a red, white and blue Uncle Sam-style hat. 

With US cigarette makers' market share less than 176 of 
the South Korean market, and all domestic tobacco market- 
ing controlled by the state-run Korea Monopoly Corp., it 
seems specious to focus on the US. It would seem to make 
more sense to bolster the lacklustre efforts consumer groups 
have made to convince the two of every three South Korean 
men who smoke to stop the habit than demonstrating against 
Uncle Sam. 

Consumer groups are also confused about the agricultural 
issue. "We are not sure which side of the issue is most profita- 
ble for consumers," says the CACPK's Kim. “We worry that 
if we rely on beef and we rely on foreign sources the price will 
rise... we have to consider what will happen if we import our 
rice and beef and foreign producers ask higher prices. We 
-want a balance between imports and domestic production.” 

Consumer organisations are potentially significant politi- 
cally because they are one of only a handful of interest groups 
in South Korea. Religious groups, labour, and business have 
received more attention for their increasing outspokenness in 
recent years. But the budding consumer movement could 
also pose a challenge to the powers of the existing order. But 
it is foreign businesses which may find the consumer move- 
ment most vexing. — Mark Clifford 





describing contemporary South Korea as “a neo-colonial * 
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By Hein Kim in Seoul 
IC legend has it that the native sport of noit 














BA kind of high-jump seesaw in which participants d: 
"out in full-blown chimajogori skirts leap as hig 
three metres off the board — originated during the Chos 
dynasty as a means of satisfying female curiosity. Cloister 
behind high stone walls, women devised a way of catching 
forbidden glimpse of the outside world. 6 

Women are allowed to venture into the outside word 
now, but South Korea remains very much a man's work 
Women occupy less than 2% of higher government posts 
and the top-ranking female civil servant is the deputy mini 
ter of political affairs appointed six months ago. Only fi 
the more than 800 practising lawyers in Seoul are womer 
Women are only reluctantly assigned responsibilities outsic 
the home, and are discouraged, moreover, from competing 
with men in a tight job market. e 

If opportunities for women in business and politics still re- 
main greatly limited, attitudes towards their visibility in thes 
traditionally male domains are gradually changing. Moderni 
sation and the subsequent battering of Korean society's strict 
Confucian dictates by changing lifestyles and family patterns 
have forced a rethinking of the conventional view that a 
woman's place is in the home. n 

The labour force participation rate is particularly hig 
among single, widowed, and divorced women: the number: 
divorces has risen 34% in the last year alone. In addition, th 
breakdown of the extended family, rural migration int 
urban areas, successful family planning measures, and 
highly educated female population (3675 are universit 
graduates) has resulted in a large pool of women in their lat 
20s and early 30s who are eager to resume careers abandone 
for marriage according to custom, both for the sake of self- 
fulfilment and economic necessity. ; 

Change comes slowly, however. The question is whether 
the growing economy will be able to accommodate the ir 
creasing desire of women to pursue careers, It was only si 
years ago that Daewoo and Samsung, two of the country's 
largest business groups, set a precedent by accepting applica- 
tions from women. Today, female employees in the larg: 
firms remain almost without exception in receptionist an 
other low-level white collar positions. | 

For many years, most companies compelled female « 
ployees to sign an agreement to voluntarily quit their j 
upon marriage — a widespread practice that was drop 
only recently after considerable protest by women's grou 
Women employees charge that pressures still remain at we 
from male supervisors and colleagues for a woman to resi 
once she has married. 

At an open seminar two months ago attended by hou: 
wives, feminist groups and scholars to discuss the Equal 
portunity Employment Act legislated in April, | 
speaker Kim Yong Jong, former president of the go 
ment-run Korea Women's Development Institute. tol 
audience: “It is nonsense to expect substantive [econor 
progress without a frantic attempt to ease sexual discrimi 
tion." | 

Since 1970, the labour force participation rate for women 
has increased from 39% to 43% , but the growing number < 
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economically active women belies the fact that the female la- 
bour force still remains largely concentrated at the low end of 
the occupational scale. Overall, women make up 36% of the 
total workforce, and earn an average 43% of men’s wages, 


- while working 10-15 hours longer a week, according to the 


International Labour Organisation. Eight years ago, two- 
thirds fell into the two lowest paid occupational categories of 
industrial and agricultural production. About half are cur- 
rently employed on farms and in factories. 

The biggest occupational gains for women during the past 


. decade, have been in the i puel. service industry sector — 


a broad-ranging category that includes entertainment, food 
and drink establishments as well as more recently established 
enterprises such as advertising, marketing, and finance, 
where the number of female employees has tripled. 

In contrast, just 0.196 of working women occupy adminis- 
trative and managerial posts, reflecting the barriers faced by 
women in professional fields. A supervisor at Korean Air, 


where the highest position occupied by a woman is general 


. division manager, observes that larger firms “have yet to be 


convinced that women are capable of doing a man's job." He 
argues that many women take the initiative in choosing to 


_ resign, rather than being forced out, leading to the standard 
. view that women are "unreliable" as prospective long-term 


- 


Female graduate, Seoul: limited career opportunities. 


employees and therefore not worth the company investment 
in training them for advancement. 

The greatest obstacle for women, according to Guiwon 
Kang, who was the only female among 300 students in the 
Seoul National University law school class of 1960, is their 


= “socialised lack of career ambition." Married with one 


daughter, she is a partner in a firm of six lawyers, and notes 


. that most office environments "don't give any incentive for 


women to excel professionally." 


ing a family should be à woman's primary responsibi- 
lity. In cases where economic necessity compels a sec- 
ond source of income, this means that a double burden is 


T here remains a prevailing cultural expectation that rear- 


| minh on working wives, some of whom work eight to 10- 


our shifts in factories, in addition to managing a household. 
In instances where employment is motivated by leisure time, 
occupations that allow 9-5 schedules, such as teaching, bank- 
ing and pharmacy, are preferred. Many younger men still 
maintain they are looking for wives who will stay at home and 
support their careers, rather than disrupting the traditional 
division of labour. 

Female university students, however, have been influ- 
enced by their exposure to the burgeoning feminist move- 
ment, which was given incentive in the late 1970s when Ehwa 
University, the nation's oldest women's university, estab- 
lished the first women's studies department, in addition to 
a separate women's research institute. Increasingly, “wo- 





mens” majors such as home economics or child education 
have gone out of vogue, as coeds turn to more economically 
viable fields such as graphic design, marketing, nutrition, 
and computer processing, often re-enrolling after graduation 
in private schools for vocational training. 

A survey in 1985 at Ehwa — long notorious for its finish- 
ing school reputation — showed that 97% of coeds desired to 
work upon graduation, with 80% expressing the wish to re- 
sume careers after raising children. The actual prospects are 
dim, however. Statistics show that 66.9% of male university 
graduates are able obtain employment, against only 37.6% 
of female graduates. 

One trend observed by J. Michael Kearnan, a visiting pro- 
fessor of management at Hanyang University, is women’s 
entry into business fields on a self-employed basis. Those 
with the independent means set up small to mid-size firms in 
areas such as real estate, insurance, consultancy, trade, and 
public relations. He believes they choose to become their 
own boss in order to bypass the disadvantages that prevail in 
larger firms. 

Joanne Lee, president of Star Communications, a media 
relations firm based in Seoul, says she deliberately chose to 
cultivate an international clientele in order to avoid dealing 
exclusively with Koreans who “still have a lot of difficulties” 
in conducting business with women on an equal footing. She 
favours elegant pants to dresses at work and often finds her- 
self the only woman at a 
cocktail party full of men. 
Another popular employer is 
foreign banks, which are said 
to be less discriminatory in hir- 
ing or promoting women, 

The Equal Opportunity 
Employment Act reiterates 
the constitutional guarantee 
against sexual discrimination 
in the workplace. Specifically, 
it discourages employers from 
sex-biased promotions and fir- 
ing women for reasons of mar- 
riage or pregnancy. Feminist 
groups remain sceptical, how- 
ever, about the effectiveness of 
the new law in significantly al- 
tering the existing institutional 
imbalance. 

An official at Women for Democracy, a grassroots organi- 
sation involved in the women’s labour movement, points out 
that the act lacks teeth. The only penalty for discrimination is 
a Won 250,000 (US$345) fine, less than one month's wages 
for a factory worker. Furthermore, the law makes no explicit 
mention of hiring, wage, and benefit inequalities. A revised 
bill calling for stiffer fines and tighter enforcement of the pro- 
visions has been submitted to the national assembly and is 
due for debate this month. 

Another provision in the new law is that companies with 
more than 300 employees provide childcare facilities on the 
premises, acknowledging the fact that an increasing propor- 
tion of factory labourers are working mothers who have re- 
sumed their jobs. While employers in the past typically dis- 
couraged married women from employment by paying them 
20% lower wages and assigning them less desirable tasks, 
they are now being forced to hire them because of the short- 
age of high school graduates in the 18-25 age range who are 
increasingly unwilling to endure long hours, low pay and dif- 
ficult work conditions. 

Meanwhile, the pool of cheap, female semi-skilled labour 
that fuelled the rise of the textile and garment industries in 
the early 1070s is being rechannelled into the developing 
electronics industry. Chang Hyun Ja, who heads an associa- 
tion of 50 cooperative daycare centres, says the government 
and private companies should be responsible for subsidising 
the costs of childcare, which consume one-fifth of a worker's 
salary. oO 
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r. Wee Sang-sik, founder of Borneo International Furniture 
Co. Ltd readily acknowledges being one of the happiest 
men in the world. 

Today, BiF is gaining worldwide recognition as a force to be 
reckoned with in the global furniture industry. The company is 
known for its high-style Italian designs; its meticulously en- 
gineered quality; its competitive prices and a package of services 
and warranties perhaps unequalled by any other major furniture 
company. 

Mr. Wee is a proud man with an entrepreneur's drive and a 
field marshal’s mentality. This is leavened by a cosmopolitanism 
rare in Asian business executives; an open dedication to his fam- 
ily, and family life; and an outspoken commitment that his work- 
ers — indeed all Koreans — have a varied; bountiful life. He is 
forcefully critical of what he sees as unreasoning personal sac- 
-rifices of the Japanese purportedly for that country's economic 
good. Koreans can have a prosperous family life, and a powerful 
economy, without such sacrifices, he nae 

-. Mr. Wee's drive for quality in the furniture business, accom- 
panied perhaps by a little too much stubborness, caused the Ko- 
rean banks to take his company away from him in 1972. He went 
back to business school and endured the humiliation of going 
| back to the banks to regain control of his company. 

BiF's founder, like all successful | entrepreneurs, is anything but 
a a humble man. But his five years “in the wilderness” taught him 
the value of patience, of learning from others, and employing 
modem management techniques. 

Today, BiF hasone ofthe world's largest and most efficient fur- 
| niture manufacturing plants; burgeoning sales in Asia and the US, 
and the confidence and technical ability to one day be pre-emi- 
nent in the world furniture market. — 

“My personal goal is to have BiF recognised throughout the 
world, by our competition, but most importantly, by our custom- 
ers, for being a completely integrated furniture company for 21st 
century styles and tastes. Our quality, design, price, and after- 
sales service are for today’s businesses, today’s families. This for- 
mula, as applied to a large company such as BiF, will be as suc- 
cessful in the future,” said Mr. Wee. 

There is no doubting Mr. Wee’s business acumen, or his ency- 
clopaedic knowledge of furni- 
ture. Ever since coming back | 
to the company — “a much ` 
wiser man” in 1976, 
important business objectives 
have been achieved. 

A broad ambition remains: 
“To become the Toyota of the 
furniture business. In the fu- 
ture, furniture will be like cars, 
ties, luggage — the same all 
over the world. 

“With such a big operation, 
I cannot make Rolls Royce 
style furniture, but | can mass 
produce a quality, high styled 
product for the world market, 
just like Toyota,” Mr, Wee 
said. 

Financial analysts tend to 
. agree with the company's 

"projections that BiF's an- 
nual e voume will reach. | 
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US$250 million by 1990. This would bring BIF 
top spot in the world furniture business. lH such a 
is realised, it would round off a quite remarkable suc 
story. 

Mr. Wee started to knock on wood in the 1960s by. becomi 
the largest importer in Korea of hardwood logs from Born 
(hence the Borneo in the company pas 


long, the firm hit cash flow roubles, and ae to ede conten tot E 
bankers. n. 
"I was out of the company for five years,” recalled Mr. Wee. | 
went to night school and started to rehabilitate myself menta iw 
and spiritually. x 
"I read a lot of books about Japanese executives who. recov af 
ed frorn similar disasters as my own. That certainly gave me confi 
dence. 2 
"When I was asked back, after the bankers iyi failed to fin 
buyer for the company, it was a very exceptional case. During! 
time away, | found some wisdom to manage my life more eik 
tively. From the first day back, 1 made sure | did not make t 
same mistakes again. € : 
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BiF's founder and president, Wee Sang-sik, leads a 
personal life, devoted to family and several outdoor sports. 
have extra money in the company, | want to spend it. on the ie 
machinery from Europe,” Mr. Wee said. 

Utilising the most technologically advanced machines, th 
highest quality raw materials from a-carefully developed glob: 
supply network, a highly motivated workforce, and one of th 
best designed factory complexes in Korea has established BIF | 

| reputation as a high qualilu 
furniture. maker ever có 
| scious of consumerneeds. 
oo Rir js much 
“genuinely cosmopolitan 
most. other Korean 
“panies: its mind is opent th 
-best ideas from the out 
world. Mr. Wee’ searh 
"^ ence as an inte 
5 American generals 
a War « 
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Creating a New Modern 
Office Image 
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BIF's Open-Plan Office System “COMBINARE” offers a totally different you 
-— economical approach to your office. 


AENEA. You have many exciting possibilities from the wide range of units in the system, 
ii ieee which includes from computer-desk to work-bench to different types of chairs. 


ANA 


. Our CADService (Computer Aided Design System) can assist you to plan your office layout by providing a quick 
Loca print-out of your individual requirements. 
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«mediately coveted, the chair 
csat the Milan Furniture Fair. 



































~ most successful Italian furniture lines. The company, early on, es- 
. tablished an office in Milan, not only to monitor the latest design 
^. developments and provide a base for Mr. Wee and other execu- 
tives to attend the key European furniture exhibitions, but to es- 
-. tablish friendships among Italian furniture designers and com- 
panies. =e 25 

Technical: 1 cënse agreements were signed for individual 

pieces of fur it as well as entire office systems. In addition, BiF 
| Yet fees for access to Italy’s best designers. 
nufacturing industry is mainly composed 
mall companies, often family owned. BiF is be- 
nancial analysts to be headed for the role of 
largest furniture manufacturer in the world. It provides a global 
stage forthet vork of Italian designers and furniture factories. 

The recent three-part deal signed with Milan-based G14 is po- 
tentially lucrative for the Italians, and reaffirms BiF's commitment 
to the most innovative and best furniture design. 

Mr. Wee, who has guided BiF from a one-man operation to a 
company expected to do almost US$150 million in sales this year, 
has commissioned G14 (as the name implies, a a company com- 
prising 14 architects) to come up with a “new-look” office furni- 
ture design. === 

If the project successfully passes the drawing board and pro- 
totype stages, and G14’s creation is put into production, the Ita- 
lian design company could eam 
fees in excess of USSi. 2: mil- 
lion. : 











“They are. paid by stages," 
said Mr. Wee. “I am offering 
them more money than people 
in Italy would pay for such de- 
sign services. If their new office 
furniture: system. is good, | am 
| willing. to pay handsomel y for 
| it^ 
His willingness and ability to 
pay top. dollar for top people 
was further illustrated when at- 
“tempts to secure the Asian and 
-US marketing rights for the con- 
^. temporary. Pisolsa office chair 
- were thwarted. 
<o Mri Wee- saw; 


.and im- 


When „he was told that the 
American and Japanese sales 
rights already had been acquired, he sought out the designer. 
-Paolo Favoretto agreed to craft a similar chair for BIF. Total 
fees for BiF to have a similar chair could be as much as 
US$200,000. 

Commented Mr. Wee: “A couple of years ago, if asked for an 
appointment with these (furniture) architects, there would have 


0o been no chance. But now they have realised | can aid them in alot 


=- of ways. The best designers are now looking for a chance to work 
with me. 

"We are paying three or four times as much as the Italian com- 
panies. Italian designers and others realise | am planning for the 
world maket." 

Much of BiF's creative direction comes from design consultant 
Nava Mario, who is from a well-known Italian furniture making 
family. He keeps tabs on changes in trends, and new talent, in the 
business. 

. *Nava Mario knows everybody. He is our eyes and ears in 
Italy," said Mr. Wee. "My focus on the next few years will be on de- 
sign. It's important if we are to gain worldwide recognition." 

Mr. Wee is always ready to take the extra, innovative step. He 
regularly invites Italian designers and quality control people to 
Korea for periods of six months to a year or more. Frequently, 
they bring their families. The stays in Korea obviously are for 


,.. more than just the money that BiF pays. Mr. Wee and his key | 
executives are thoughtful hosts, and the Italians clearly appreciate 


‘not only the honour paid them in Korea but their contribution to 
increasingly global furniture company. E MM 
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BiF plant, Inchon: workforce cares about quality. 


| and prospective buyers unlimited options. 


~ highly automated and computer controlled from a data 1 
painstakingly built up with almost two decades of practical i 
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Boz International Furniture’s plant on the outskirts of t 
port city of Inchon, less than an hour's drive from Seoul, 


mation. 

The plant is also very labour-intensive in quality matters. £9 
ity and international standard specifications are checked | by 
most advanced measuring and monitoring equipment — ar 
double checked by dedicated people. 

The workforce of 2,700 people, at the totally vertically integ : 
rated Inchon plant complex, are BiF's most important asset. That | 
is why when the company went public in August, à significa 
number of shares were allocated to BiF employees as a “bon 
for their loyalty and hard work through bad times as well a 
good. : 
The complex of modern tilt-slab concrete buildings at Inche 
can start with a basic tropical hardwood log from Papua-INew 
Guinea being made into plywood. The plant offers precisioi 
quality control and immense 
flexibility to tum outatthe most 
economical production coste 
the high quality, high style umi- 
ture for which BiF is increas 
ingly renowned. 

BiF workers have. pride i 
their product; industrial dis 
putes have been few, and man 
agements genuine commit. 
ment to worker welfare 1s rec. 
procated. For a number of years, 
Mr. Wee personally led the BiF- 
cycling team on 100 km 
weekend rallies. He is a leader 
who leads by example. And hi 
presence in the workers’ dinin 
room i$ a regular occurrence 
and clearly treated as rnore than 
a symbolic gesture, : 

During the daily 12-hout 
shifts, the BiF workforce pro. | 
duces over 1,000 types of of- 
fice, home and kitchen furniture destined for the domesticandex- ^ 
port market. Ux 

"We must have happy people on the production line, other - 
wise they would not care about quality," reasons Mr. Wee. oe 

BiF pays 20-30% more than other large companies in the für- | 
niture industry. “Because I pay handsomely, | can be assured of a 
high standard of work and a good product," Mr. Wee said. 

He has a policy of using only tested machinery from Europ 
and hiring Italian technicians to train and oversee his South Kos 
rean staff. | 

A combination of both ensures quality which has been the ca 
nerstone of BiF's business for the past 20 years. Without it, s 
Mr. Wee, revenues would not come near the projected US$1 3 
million expected this year. 

Customer service is another high priority. Most of BIF's she 
rooms offer computer aided design where customers can- 
variety of layouts on a computer, and receive a printed. 
plan, at no charge. The items of BiF furniture required fo 
floorplan are immediately costed and totalled as well. This serv 
eliminates the need for an interior desianer. B 

Delivery is fast. Furniture fora 100-person office usually ct 
delivered within a week, thus eliminating headaches normal 
sociated with expansion or opening of a new office. m 

The Inchon plant, complete with the newest computerise 
machinery, which has brought praise from furniture makers 
industrial designers all over the world, gives BIF plenty of scope 
$ 
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_ BIF KOREA is proud to produce a variety of furniture with high quality at a remarkably low price. 
.—BIF manufactures over one thousand different types and styles of fine quality furniture, ranging fror 
A .. attractive kitchen cabinets and luxurious leather sofa sets to all varieties of office furniture. —— 
Every model features fine craftsmanship, quality materials and the most sophisticated ftalian design. 
-As a result, BIF has now become the largest furniture manufacturer in Asia, with showrooms in the — 

. —US.A., Hong Kong, Japan and Taiwan. S 
< -BIF not only underprices competitors, but offers quicker delivery and service features like free CAD — — 
-generated (Computer Aided Design) office layouts. P 
— Thanks to its excellent services and top quality control, BIF is now popular in more than thirty m 
.. countries — U.S.A., Japan, Taiwan and the countries in Southeast Asia, Europe and Middle East. | 

— Discover BIF's new world of pleasurable living. : 
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"BIF office chairs are made under technical license agreement wih 
Vaghi s.p.a. of italy. (UC-300, 301, 700, 701, 1600) 
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BiF rosewood office furniture: American interest. 


Made in the US, 
bound for Japan 


p positive of South Korea's global economic drive and 
spirit of entrepreneurship is exemplifed by a Korean com- 
pany's plan to manufacture high-style contemporary Italian furni- 
ture at a new plant near Los Angeles, and export it from the US to 
. Japan. 

Mr. Wee Sang-sik, founder and President of BiF Korea, under- 
stands several important things: 

His company's contemporary European furniture already is 
popular in Japan even though its innovative Italian designs have 
been modified by a traditional, respected distributor in that coun- 
try — Yamaha. BiF furniture, under its own name and designs, 
captured the attention of the Japanese industry at a recent major 
trade show in Tokyo. 

BiF already has what perhaps is the world's largest, most fully 
integrated and technically advanced furniture factory in Inchon, 
Korea, with the latest machinery from Europe, and the services of 
the best designers in Italy. 

BiF shortly will break ground for its first overseas plant, in Lan- 
caster, in the high desert country about 100 km northeast of Los 
Angeles. Lancaster was to have been the site of a new Los 
Angeles international airport in the 1970s. As an economically 
depressed area with a skilled workforce, Lancaster has offered 
BiF an attractive package of financial inducements and other be- 
nefits to build a factory there. 

Many of the fabricated wood products, such as medium den- 
sity fibreboard, used in BiF furniture, are made in the US Pacific 
Northwest, making supply of the new factory easy and economi- 
cal. 

Japan's own massive export drive to the US has not been 
matched by a return flow of freight; BIF expects to get very com- 
petitive container freight rates for its knock-down furniture to be 
shipped from the US West Coast to Japan. 

"We learned to be one of the most advanced furniture manu- 
facturers in the world, the hard way, by trial and error at our plant 
in Korea," said Mr. Wee. "We now get visitors from all over the 
world. Even the pre-eminent American office furniture company, 
Herman Miller, has visited us and acknowledges our advanced 
techniques. A leading British designer, who works closely with the 
Shui On Group, one of Hongkong's largest construction com- 
panies, said our Inchon factory was perhaps the most advanced of 
its kind that he had seen anywhere in the world." 

Mr. Wee added that it made strategic and economic sense for 
his new US factory to also ship to Japan. "We are planning to pro- 
duce in the US — eventually perhaps more than one factory, in 
different parts of the country — and ship some items back to 
Japan where we also are about to undertake a major marketing 
effort under the BiF name," said Mr. Wee. “Our kitchen systems 
should be especially popular in the Japanese market.” 


Shipping costs from Los Angeles to Tokyo are half of the rate 
that BiF pays from Inchon to Tokyo, noted Mr. Wee. Con- 
tainerships on the backhaul to Japan frequently are more than 
half empty. Mr. Wee is a formidable negotiator, and the container 
rates from BiF's California factory to Japan should be very low, 
greatly aiding other competitive advantages. 

But low shipping costs are only half the story. BiF's Lancaster 
factory is also a goodwill gesture to the US, and good business, 
too. A young Wee Sang-sik was interpreter to senior American 
generals, during the Korean War. Like other Koreans of his gener- 
ation, Mr. Wee feels indebted to Americans for their help then, 
and now. His new factory in Lancaster will provide jobs for un- 
employed Americans, and, by exporting to Japan, assist the US 
balance of payments deficit. 

The BiF California plant at Lancaster initially will employ 150- 
200 workers. This figure is expected to rise to about 600 in three 
years. In the long term, BiF intends to establish several plants in 
the US, servicing most of the big regional markets, or making 
specialised items. 

“We import US raw materials into Korea at the moment,” Mr. 
Wee said. “By producing in the US, we save shipping these mate- 
rials to and from Korea. 

“US interest charges are about half those of South Korea, so, 
theoretically, we can spend more on machinery for our American 
plant, but this equipment, by comparison to our plant at Inchon, 
will constitute a smaller percentage of our overall production 
costs, Also, within three to four years, the differential between 
cost of labour in Korea and the US will be less, perhaps much 
less,” Mr. Wee said. 

In fact, BiF has been in the US since early 1981 when the first 
showrooms were established in Los Angeles. The company's first 
export market was Hongkong where its furniture, after a long, oc- 
casionally painful leaming curve, is now popular both for business- 
es and households. The American market has presented its own 
unique difficulties, but BiF is now well enough known and ac- 
cepted in Los Angeles for a major acceleration of its marketing, 
shortly to be backed up by a US factory. 

In 1988, with a vastly expanded marketing programme just 
getting underway, BiF projects sales in American to top US$16 
million. Overall, the company expects about US$150 million total 
sales, of which about 30% will be in export markets. 

New York City remains the temple of design for much of 
America (though Los Angeles increasingly challenges Manhat- 
tan's distinction in many fields). So, next stop for BiF will be a 
showroom at the International Design Centre on Long Island, and 
a 30,000 sq ft store in downtown Manhattan. With a large 
warehouse and assembly facility planned, perhaps in adjacent 
New Jersey, Mr Wee expects to be well situated for a major mar- 
keting drive on the US East Coast. 

BiF opened a showroom in the harbour area of Tokyo in 
March this year, and is now on the lookout for a higher profile site 
downtown in one of the fashionable districts. 

Compact, clean-lined European style furnishings are well 
suited to modern day apartment living in Tokyo and other larae 





New! 
BIF Furniture is the Ulfimate 
in Home Luxury 
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In 20 years, BIF has advanced to the furniture of first choice 
for Korean homes and offices. 


Now, BIF is recognized from Hong Kong, Japan, Taiwan to U.S.A. for its high style, 
superb quality and reasonable prices. BIF Korea has 3,000 employees all dedicated to make the finest, 
most stylish furniture in the world at prices ordinary people can afford. The most advanced technology, 
collected from every leading furniture manufacturer and designer in the world, 
is now used at BIF Korea's Inchon plant to give our customers the latest in styles from world 
fashion centers in Europe; and comfort for the Korean taste. With our tested organization, 
we are now designing for world-wide tastes. 


BORNEO INTERNATIONAL FURNITURE CO., LTD. 


HEAD OFFICE 246-1, GOJAN-DONG, NAMDONG-GU, INCHON, KOREA. TEL.: (032) 433-7971/87 FAX.: (032) 433-7950 TELEX: BORNEO K27357 

L.A. BIF INC. 2230 TUBEWAY AVE. CITY OF COMMERCE, CA. 90040, U.S.A. TEL.: (213) 725-0711/4 FAX.: (213) 725-1050 

HONG KONG BRANCHLI-31 & L2-26 NEW WORLD CENTRE SHOPPING ARCADE, THIM SHA TSUI, KOWLOON, HONG KONG. TEL.: 3-721428/5 FAX.: (852) 3-7245205 TELEX 38630 BORNH H 
BIF JAPAN CO., LTD.#2 BLDG. AOMI CARGO DISTRIBUTION CENTER, NO. 31-2, AOMI 2 CHOME, KOTO-KU, TOKYO, JAPAN . TEL.: (03) 520-1211/3 FAX. (03) 520-1214 

ITALY BRANCH VIALE FRANCIA 41, MEDA (MI) ITALY. TEL; 362-70014 FAX.: 362-340273 


DISTRIBUTORS 


U.S.A « CHICAGO (312) 728-8000 * PHILADELPHIA (215) 272-2535 « NEW JERSEY (201) 227-9299 CANADA « VANCOUVER (604) 291-6038 
TAIWAN e KAOHSIUNG (07) 3342953 SINGAPORE e 4735722 INDONESIA « JAKARTA PT. KING-DOM MAKMUR MACAO + 572782 
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Japanese cities. The Japanese are perhaps the most quality con- 
scious consumers in the world, and BiF quality will increasingly be 
demonstrated in this discerning market. 

"It's a huge market," affirms Mr. Wee, pointing to a modest BiF 
sales projection for Japan of about US$5.5 million for 1988. 

In the meantime, BiF is not missing opportunities in other ex- 
port markets. In July, a BiF showroom, owned by a powerful 
Taiwan business group in the communications and hi-tech field, 
was opened in Kaohsiung. Two more showrooms for BiF furni- 
ture will be opened in Taiwan next year, the first being in Taipei. 
In Singapore, BiF is about to go into a joint venture with Jardines. 

It is this determination to be innovative; this pride in quality, 
design and service; this willingness to pay generously for foreign 
expertise; and, last but not least, the high morale of BiF's workers 
led by an aggressive, articulate entrepreneur like Mr. Wee, that 
augurs well for the success of the company's furniture in Japan, 
the US, Hongkong, Taiwan and other export markets. — € 





Shatin showroom, Hongkong: proximity to China. 


First export market 
still a special place 


Hs was BiF's first export market, and continues as a 
special place for the company. "We had some hard early les- 
sons in Hongkong,” said Mr. Wee Sang-sik, the company's foun- 
der and president. "Hongkong people are tough, discriminating 
buyers. They want value for their money, and they know what is 
the best, because many of them travel, not only in Asia but 
throughout the world." 

BiF has been in Hongkong since 1980. Early models of its fur- 
niture, kitchen cabinets.and the like, were sold on price alone. 
Gradually BiF came to understand that style and quality were im- 
portant to all segments of Hongkong shoppers. As Hongkong s 
middle class grew larger and more affluent, BiF furniture — for the 
kitchen, the entire home, and for the office — kept pace with the 
requirements of consumers. 

Because of extensive advertising and promotion, keyed to the 
tastes of an essentially Chinese middle class market, BiF is a 
household name in Hongkong. And, increasingly, to a greater 
amount than most people recognise, BiF is also an office word. 

Many smaller companies found BiF office furniture, with its 
modern European styling, good quality for the right price. But 
larger companies, indeed some of the most influential in the terri- 
tory, are finding out the same thing. The Hongkong and Shanghai 
Bank is now buying BiF furniture for some of its offices, as is China 
Resources, one of the most important mainland Chinese firms. 

Today, there are five strategically located BiF showrooms, all 
of ample size to display the varied lines of furniture for all uses. BiF 








showrooms are located at New World Centre, City Plaza, Nathan 
Road, Harbour Centre, and Shatin in the New Territories. Most of 
BiFs Hongkong staff, including managers, are local Chinese, 
though a few key employees are Korean. 

Although BiF sometimes cannot keep direct track of where the 
furniture goes, there is no question that it is popular in China. The 
company knows that some of its furniture has gone to furnish 
Chinese embassies in the Middle East, as well as offices in the 
Special Economic Zone of Shenzen, just across the border. 

At least one or two shipments have gone from BiF's agency 
showroom in Macau to foreign embassies in Pyongyang, capital 
of North Korea. 

Mr. Wee, through his staff in Hongkong and other means, 
keeps a close eye on the market in China. The need for all kinds of 
his furniture there is immense, but a shortage of hard currency and 
other complications have made BiF more prudent than many 
about the China Market. 

In the past, BiF managed to get some ad- 
vertising, briefly, in China, but objections from 
North Korea put a stop to it. However, when 
the new showroom at Shatin opened last year, 
Mr. Wee, in his welcoming speech, noted the 
obvious close physical proximity to China. 

BiF is successfully well-occupied in nurturing its 
expanding Hongkong market; beginning major 
marketing moves in Japan and the US, and re- 
sponding to increasing demand for its furniture in 
places like Taiwan and Singapore. It is glad to sell 
to China, but serious business dealings there are a 
few years away, according to Mr. Wee. 

One vital principle was established in the 
Hongkong market: that BiF is a Korean company 
and should be so identified. Acting against the ad- 
vice of some of his own key people, Mr. Wee in- 
sisted on use of the name, BiF Korea, in Hong- 
kong and elsewhere. Just like Japanese products 
two or three decades ago, Korean products must 
win confidence in their quality and design. 

Mr. Wee attributes his success so far in the 
Hongkong market to similar needs of Korean 
and Hongkong furniture buyers. "Both have 
small homes, and are looking for furniture with 
clean, efficient lines”, he said. 

The intensively populated high rise offices of Hongkong, and 
the tens of thousands of small companies all have become in- 
creasing consumers of BiF office furniture. Apart from individual 
units and office suites, BiF now offers total office systems, all 
based on proven European (particularly Italian) designs. 

All BiF showrooms in Hongkong are computer-linked to one 
another and to the headquarters office and factory in Inchon. One 
of BiF's most appreciated services is computer aided desian, for 
which there is no charge. A customer can come in and plan sev- 
eral different office layouts, with each one costed out on the spot. 
Usually, BiF can install a completely furnished new office in a 
week. 

BiF is aboutto acquire a seven-storey building in Hongkong not 
only to increase BiF's warehouse space but for assembly and 
basic manufacturing operations. The building eventually will also 
house a sofa and chair upholstering operation. This manufactur- 
ing capability will allow the company to respond quickly to 
changes in style, and help BiF move towards increasing its stake in 
China. 

The mammoth new Bank of China tower recently was topped- 
out in Central Hongkong. Designed by the noted Chinese Ameri- 
can architect, I.M. Pei, the building will be a showpiece. 

BiF, in collaboration with the furniture segment of Olivetti, is 
actively bidding to construct some of the furniture for the new 
Bank of China building. As the specifications call for furniture of 
wood and metal, Olivetti and BiF are natural collaborators. Un- 
questionably, Mr. Wee is the best known Korean in the Italian de- 
sign world; known not only for his generous payments but for his 
enthusiasm for ltaly. So, in today's world, it is not so remarkable 
that Olivetti has teamed with BiF in an effort to provide the furni- 
ture for China's most prestigious building. € 
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New chapter opens as 
writers reflect reality 


By Murray Hiebert in Hanoi 


Or an animal can ignore the suf- 
fering of other people,” the nar- 
rator says at the beginning of a 
documentary called Decent Stories. The 
film graphically depicts homeless beg- 
gars on the streets of Hanoi and then 
switches to scenes of a lavish party. 

Pictures of a well-manicured cemet- 
ery for high-ranking officials are fol- 
lowed by shots of a poor person’s burial 
in a graveyard overgrown with weeds. 
At the end of the film, the narrator re- 
peats the quote about the animals. “To 
avoid misunderstanding, I should tell 
you who said that,” he says. "It was Karl 
Marx." 

Decent Stories, a 1985 production by 
Tran Van Thuy, a young Vietnamese 
film-maker, was aired od Hana! TV for 
the first time last year, apparently after 
communist party Secretary-General 
Nguyen Van Linh personally inter- 
vened. The film has not yet been widely 
distributed in the formerly capitalist 
south. 

A “renovation” of the arts in Viet- 
nam is allowing film-makers, novelists, 
playwrights and short-story writers to 
explore themes which would have 
landed them in trouble a few years ago. 
Artists are writing candidly about the 
country’s continuing economic decline 
and the frustration it breeds in people 
towards their often incompetent and 
corrupt leaders. Writers are now 
exploring new themes such as the ten- 
dency to glorify life in the military, 
the violence of the communist forces 
during the war against the US and Viet- 
nam’s occupation of neighbouring Cam- 
bodia. 

“Writers are now being untied by the 
government,” said Nguyen Huu, a 
novelist and writer of screenplays from 
Ho Chi Minh City, using an expression 
coined by Linh at a meeting with Viet- 
namese intellectuals and artists late last 
year. “Writers now write on broader 
topics and with more enthusiasm,” he 
added. Huu was arrested by the former 
government of South Vietnam for his 
anti-war writings, and then wound up 
spending a year in a “re-education 
camp” after the communist victory in 
1975. 

"In the past, if some writers were too 
candid, their works could not be pub- 
lished or they were asked to edit them," 
said Xuan Trieu, a novelist from Hanoi 
and an official of the Writers Associa- 
tion. "Before, we thought if people 
wrote about the negative side of society, 
it would only make social problems 


worse," he said. "Now we let them write 
everything in their hearts.” 

Last February, five surviving writers 
dismissed from the Writers Association 
in the late 1950s were re-instated, appa- 
rently in an attempt to reassure intellec- 
tuals that their new freedom will not be 
suppressed again. The writers were 
members of the *Nhan Van Giai Pham" 
or Humanist Literature Movement, 
which paralleled the Hundred Flowers 
Movement of neighbouring China. 

The movement began publishing à 
literary journal, Nhan Van, in 1957, 


FRANCES STARHER 


Glorifying the military: spirit of candour. 


three years after the French colonial 
forces were defeated and Ho Chi Minh's 
communist forces took control of North 
Vietnam. The movement criticised the 
new government's excesses in applying 
rural land reform and in nationalising 
private shops in the cities. It also de- 
bated how Marxism-Leninism should 
be applied in Vietnam. 

As the fighting between the north 
and south escalated in the late 1950s, 
Hanoi detained 40 members of the 
group, including a dozen writers and 
poets. Most of the writers were tried 
and sentenced to prison terms, their 
works were destroyed and their children 
were even prohibited from attending 
university or applying for government 
jobs. 





VIETNAM. 


“Literature and the arts have failed 
to fully act out their role because of 
[government] restrictions,” Nguyen 
Khac Vien, a northern writer and social 
commentator told Linh when the party 
chief met intellectuals in Ho Chi Minh 
City last October. “Machetes and axes 
— tools for clearing forests — have been 
used to trim the branches and kill the 
worms in a garden of exquisite flowers,” 
he addéd. “Journalists, writers and 
movie-makers are regularly reminded 
to do this and not to do that.” 

Despite the new literary openness, 
Hanoi appears to be still exercising 
some restraint. Asia Watch, the US- 
based human-rights group, has reported 
that five southern writers were sen- 
tenced to prison terms in April for their 
works and because they attempted to 
send and receive material from abroad. 
These writers were arrested and have 
been held since 1984. 

However, many writers are explor- 
ing a wide range of new themes and 
styles, even if some restrictions remain. 
One of the most talked about novels in 
Vietnam today is 7he Colonel Who 
Could Not Joke by Le Luu, the first 
Hanoi writer to use fiction to criticise 
Vietnamese society. The book is about 
an officer who went mad after his only 
son, whom he had forced to join the 
army to serve his country and learn to be 
a good citizen, died accidentally in 


| Cambodia following Vietnam's 1978 in- 


vasion. 


uu's novel is one of the first attempts 

to look at the war in Cambodia, 
a subject i ied avoided by Vietnamese 
writers until recently. But, perhaps its 
more surprising element is its criticism 
of the tendency in Vietnam to romanti- 
cise life in the military and the country's 
recent wars. "Luu's book looks criti- 
cally at those who like the war life," 
commented one Hanoi reader. Luu, 
whose previous novel, Time Gone By, 
was awarded the first prize by the Writ- 
ers Association last year, is not the only 
writer who has looked at difficulties 
faced by military people in adapting to 
post-war Vietnam. 

A General on a Pension. a widely 
acclaimed short story by Nguyen Huy 
Thiep, a young northern writer, tells of 
how a general cannot find his niche as a 
civilian after he retires at the end of the 
war with the US in 1975, and ts killed 
when he returns to visit his soldier 
friends fighting the Chinese army, 
which briefly attacked Vietnam's north- 
ern border in 1979. “He has to die be- 
cause he finds no place in civilian life,” 
commented one reader. “The book de- 
clares the end of a generation |preoc- 
cupied with the war].” 

Another trend in current Vietnam- 
ese literature is a move away from what 
southern writer Nguyen Quang Sang 
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IN ORDER TO ENJOY as many 
events as possible at the 1988 Summer 
Olympics you'll need a card that's as 
flexble as the world's top gymnasts. 

Which means you ll definitely need 
your VISA, because not only is it the 
most widely accepted card in the 
world, but it's also the only card that 
will be accepted at the Games. 

You ll find VISA is the only card that 
will buy you last minute tickets at the 
Games, and also get you cash at over 
IO0 locations in Seoul, so you can make 
the most of local shopping bargains. 

And during the Games, if you need 
advice or information, the staff at our 
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Service Booths in downtown Seoul 
and at the main Sports Complex will 
be happy to help 

They can also replace lost VISA 
cards and VISA Travellers Cheques, 
and help you with any other problems 
you may encounter in Seoul. 

VISA is also widely accepted 
throughout Korea. So whether you 
want to thoroughly explore one of the 
world s most fascinating civilisations, 
or simply enjoy the delights of a 
Korean barbeque, you ll find that 
your VISA card and VISA Travellers 
Cheques are the ideal travelling 
companions. 





calls “epics about 
heroes.” “During the 
war, people read too 
much about heroes, but 
mentioned little about 
the suffering of war,” 
said Sang, who twice vi- 
sited the Ho Chi Minh 
Trail (the elaborate sys- 
tem of mountain and 
jungle trails linking 
North Vietnam with 
South Vietnam, Cam- 
bodia and Laos, during 
the war) but refused to 
write about it because 
“I would have had to 
praise the heroes.” 

Sang is now plan- 
ning a book about the 
Trail in which he says 
he will “reflect ordinary 
human characteristics 
— hunger, thirst, love 
and the evil that happened. I would like 
to reflect the guerillas as ordinary 
human beings.” 

Another example of writers’ at- 
tempts to look more critically at Viet- 
nam's recent history is Xuan Trieu's 
two-part novel, Hue in the Red Season 
of Apricot Blossoms. In the first part 
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sm oues 
Luu; Huu: writing about the sufferings of war. 


published last year, Trieu, a colonel in 
the military reserves, uses the experi- 
ences of a communist general, whose 
son fought in Saigon's army, to discuss 
the 1968 Tet Offensive in the central 
Vietnamese city of Hue where 
thousands of civilians died. 

The Americans and the US-backed 


China-watchers with a 
blind spot for Hongkong 


By Suzanne Pepper in Hongkong 


W hen the Universities Service Cen- 
tre (USC) in Hongkong closed on 
30 June, an era in Western scholarshi 
on post-1949 China ended as well. 
Eleventh-hour efforts by a few support- 
ers to save the 25-year-old research in- 
stitute for mostly foreign scholars were 
ultimately discouraged by its parent 
body in New York. The library will, 
however, remain in Hongkong and is 
being donated to the Chinese Univer- 
sity of Hongkong. 

Perhaps due to a certain constella- 
tion of forces during this Year of the 
Dragon, the USC and the Chinese 
Communist Party’s theoretical journal, 
Red Flag, came to an end on precisely 
the same day. Just as Red Flag was born 
and thrived during the revolutionary era 
of the late Chinese leader Mao Zedong, 
so the USC was designed to study the 
China of those years. And just as the 
journal could not adapt successfully to 
the changes of the 1980s, so the centre 
also failed to make the adjustments 
necessary to survive in the post-Mao 
era. 

More specifically, the USC was es- 
tablished to facilitate the study of China 
at a time when the mainland was closed 


to most Western scholars. Throughout 
its existence, the scholars who used the 
USC continued to regard researching 
China from Hongkong as the next best 
thing to working in China itself. Once 
China’s doors were opened to foreign 
researchers in the late 1970s, a historic 
rush northward ensued as everyone 
sought to make up for 30 years of de- 
layed gratification. In the process, the 
USC lost its role and the finanical sup- 
port it had enjoyed as a unique institu- 
tion essential to the study of contempo- 
rary China. 

Yet, the closure of the USC occurred 
at the same time that “Pacific Rim” re- 
search centres are being established 
throughout the region to monitor the 
newly industrialised societies, including 
Hongkong and Taiwan. Both are 
acknowledged models for China’s new 
capitalist-oriented economic reforms 
which are most advanced in the nearby 
coastal areas. 

In its prime, however, the USC 
served as the main research base for 
China scholars and mirrored the outside 
world’s shifting attitudes towards the 
people’s à seo As interest quicken- 
ed during the late 1960s and 1970s, af- 








South Vietnamese gov- | 
ernment charged that | 
the communists sys- 
tematically executed 
the victims. Hanoi has 
claimed that the deaths 
were caused by US 
bombing and by South 
Vietnamese troops. 

For Trieu, who 
fought in Hue, the situa- 
tion was more compli- 
cated. "Both sides, the 
liberation side and the 
American side, came te 
the point where they 
had no choice but to be 
tough, to be cruel." he 
said. "The deaths were 
committed by both 
sides. If our soldiers 
captured people who 
worked for the old re- 
gime, and we were sur- 
rounded and could not tell if they had 
committed crimes, we had no choice but 
to kill those people.” 

This subject had not been tackled be- 
cause authors “did not want to discour- 
age our soldiers, to destroy their spirit,” 
Trieu said. “History needs time to look 
back and make an assessment.” Oo 
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filiation with the USC became de 
rigueur for American social scientists in 
particular, and a large number of inter- 
national scholars who congregated 
there as well. The resulting research 
done there produced many of the now- 
standard works in the repertory of for- 
eign scholarship on China. One list 
compiled in the 1980s tallied more than 
200 books alone based on research done 
at the centre. By the time it closed, the 
USC could also boast one of the best 
existing research libraries on contempo- 
rary China. 

Stories and rumours about the 
USC's founding and functions naturally 
proliferated. One of the most frequent 
arguments concerned who to credit as 
the founding father. Probably that hon- 
our goes to Franz Schurmann, professor 
of sociology at the University of Califor- 
nia, Berkeley. Schurmann circulated 
among China scholars a seven-page 
memo in August 1959, outlining the 
reasons why such a research facility was 
needed in Hongkong and what form it 
should take. He argued that the US was 


| falling behind the Soviet Union in its un- 


derstanding of China and needed a re- 
search base in Hongkong to help visiting 
scholars. 

Academics, like journalists and dip- 
lomats, sought to take advantage of 
Hongkong’s opportunities as a “China- 
watching" base after 1949. More 
Chinese publications were available in 
the territory than anywhere else, to- 
gether with a growing pool of recent im- 
migrants from the mainland. 

It took another four years of effort 





on the part of Schurmann and many 
other scholars before the centre opened 
in 1963. The Carnegie Corp. provided 
funding with external administration by 
Education and World Affairs, a new, 
private non-profit organisation based in 
New York and dedicated to strengthen- 
ing the international affairs capabilities 
of US higher education. In later years, 
the main sources that were tapped in- 
cluded the Ford, Mellon, Luce and 
Exxon foundations and the National 
Endowment for the Humanities, which 
is a privately administered, though US 
Government-financed foundation. The 
American Council of Learned Societies 
took over as the administrator in the 
early 1970s. 


n advisory committee made up of 
US, British and Canadian acade- 
mics rounded out the centre's external 
establishment. The USC was always run 
by an expatriate director and local staff. One cause of controversy, according 
Some 70% of the 138 scholars who used | to Chinese law expert Jerome Cohen 
its facilities from 1964-67 were Ameri- | and other scholars who worked at the Added to this controversy, of 
cans. centre in the mid-1960s, was the prac- | course, was the basic mainland Chinese | 
However distinguished its academic | tice of interviewing recent immigrants | assumption then that all foreign China 
origins, the USC's status as an indepen- | from China. The centre's founders re- | scholars were anti-communist and 
dent research unit dominated by Ameri- | garded the interview technique as a | therefore suspect. Such suspicions prov- 
cans and conceived at the height of the | legitimate source of data for social | ed virtually impossible to allay despite 
Cold War, meant that controversies re- | science research, as valuable as any | the efforts of many succeeding genera- 
garding its work were probably inevita- | published material. Yet interviews with | tions of USC scholars. Everyone as- 
ble, though these waxed, waned, and | recent immigrants were also regularly | sociated with the centre was aghast 
changed according to the times. used as a means of gathering intelli- | when on 27 December 1979, the 











gence information by the various gov- 
ernment services also operating here. 
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Daily 


People's 
another subject which noted in passing 


ran à long article on 


that the USC was a ^ 
ganisation of spies.” 
Protests brought an unusual retrac- 
tion in the 19 January 1980 edition and a 
letter of apology to USC director, John 
Dolfin. Acknowledging that readers 
had pointed out the error of the allega- 
tion about the USC, 
partment noted tersely that "after 
checking, facts have proved our read- 


national front or- 


ers' opinions to be correct." Mean- 
while, USC scholars had acquired 


notoriety of a very different sort, 
prompting a veteran journalist, now de- 


ceased, to label the USC a nest not of 


spies but of radicals and “China lovers.’ 


uring the Cultural Revolution dis- 

turbances of 1967-69 and in the years 
that followed, interest in China soared 
along with the leftist politics that swept 
university Campuses around the world. 
A group of USC scholars made history 
in 1971 as the first American academics 
to visit China since 1949 — just after the 
pingpong team and many months be- 
fore Richard Nixon. All the group’s 
members belonged to the Committee of 
Concerned Asian Scholars (CCAS), an 
organisation born of the protests on US 
campuses against the war in Vietnam 
and the Cold War concerns of past 
American scholarship on Asia. 








the editorial de- | 





Interviewing as a source of research 
data also came into its own during the 
1970s. There were a number of reasons. 
Both the quantity and quality of pub- 
lished material were drastically reduced 
by events in China and restrictions on 
the export of local publications from 
about the mid-1960s. Once the unoffi- 
cial Red Guard newspapers also disap- 
peared after 1969, scholars researching 
contemporary topics had to conduct in- 
terviews, or return home with nothing 
much to show from their research trips 
to Hongkong. 

The social science training of China 
scholars was also beginning to pay off. 
at the same time that everyone was be- 
coming more self-conscious about the 
political biases of the past. The result 
was an increasingly sophisticated ap- 
proach to the interview data, with more 
attention to the methodological and po- 
litical problems it contained. Also, re- 
search topics were gradually shifting 
from the “elite” studies of earlier years 
to those which were all about “the mass- 
es” and required a much broader sam- 
ple of interviewees than previously. 

If one searched for the seeds of the 
centre’s demise, these could probably 
be traced back to its halcyon days. The 
1971 CCAS trip, in pointing the way to- 
wards the eventual normalisation of 
academic relations, in effect marked the 
beginning of the centre’s end. Once 








services, the world over. ‘Today, 


bank. Indeed, ANZ has the largest network of any Australasian 


banking or financial services group. But we will never be too big 


ANZ is truly 





scholars were allowed 
search in China itself 
centre became only one 
ble destinations instead “<4 the only on 
and the traditional funders became in 
creasingly reluctant to support 
USC’s annual US$200,000 budget 

Taking advantage of Hongkong 
privileged location and the 1 
ability of Chinese public: 
and his staff built the centr 


ete) 


into a major reposit Ory oi contemporar 


Chinese materials. The pride of the col 
lection was a new acquisitio! 

plete newspaper runs lor ever hit 
province from 1949 to 
Much of this material is not availab 
outside of China. 
China do not maintain so extensive 
collection under one 


the nresenti 


root, no 


easilv accessible to foreigners 
Reflecting this development, th 

number of USC users reached an all 

time high in 1986-87, though they stay 


for much shorter periods than prev) 


ously and combined research in Hons 
kong with work in China. ^ ong 


could it point to the 


large nul 


and even libr res in 


projects based primarily on researc! 
done in Hongkong. Nor were any majo 
interview projects undertak at thi 
centre after the early 1980s. But it had 
evolved into an established Hongkon 
institution which served a growing bod 
of users, both local and foreigi g 





an international 


to ignore the simple and time-proven effectiveness of direct 


customer contact, person to person. If this is the way you prefer 


it too. 


welcome to the club. For further details. please contact: 


ANZ 5227 


WE STILL PRERESI 


Melbourne Telex 39920. Wellington Telex 3385. London Tëlex 
88127414 ANZBKAG, New York Telex 667559. Hong Kong Telex 
86019. Bombay-Grindlays Bank plc Telex 011-4792 RDSA IN. I 


AN = Worldwide 























FICTION 


Romance of the wild west 


The Chinese Western: Short Fiction from Today's China translated by Zhu 
Hong. Available Press, Ballantine Books, New York. US$5.95. 


hina's west is one of the country's 
most forbidding areas. Barren and 
hostile, slashed through by the turbu- 
lent Yellow River, it encompasses 
broad expanses of desert and some of 
the world’s most daunting mountains. 
Tibetans and Central Asian tribes- 
men have known the Chinese west as 
their historical homeland for ages. Tibet 
and Xinjiang are part of it, as are the 
provinces of Gansu, Ningxia and 
Shaanxi, home of many Han Chinese 
for countless generations. More recent- 
ly. the Chinese west also became home 
| for victims of political campaigns, such 
as the "rightists" exiled there in 1957. 
There have also been pionieers, vol- 
| unteers in the cause of national recon- 
| struction. Still others have been trans- 
ported there as criminals conveyed into 
| a vast and mysterious gulag. There are 
lonely People’s Liberation Army sol- 
| diers guarding the border posts, and sol- | life. 
itary east coast Chinese backpackers | Over the past decade, the Chinese 








People in Xinjiang: untamed homeland. 


searching the big, empty landscape for 
answers to the big, pressing questions ol 
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west has emerged as both background | 
and theme in literature and art. The late 
film critic Zhong Dianfei coined the | 
term “western” for the film genre of 
which Yellow Earth was a seminal work. 
Now, the term is applied to fiction as 
well. 


there is even a literary 
magazine called Western Fic- 
Hon. | 
Zhu Hong, a scholar of 
| American literature in Pe- 
king, has selected this first col- 
lection of Chinese western 
short stories to appear in Eng- 
lish, and translated seven of 
the eight stories herself. She 
explains that she chose the 
stories to represent the range 
of style and subject matter en- 
compassed by this new genre. 
Regréttably, she did not in- 
_ clude any examples of one of 
| its most fascinating aspects, 
Chinese writing on Tibet. 

In her introduction, Zhu 
gives a brief history of the 
Chinese western. If the name 

— has an American resonance, 

she points out that this is not entirely a 
coincidence. One writer, Akbair Mijiti 


and 


| from Xinjiang, openly acknowledges his 


debt to US authors such as James Feni- 























The peasant Li Jindo of Chronicle of 
Mulberry Tree Village is one such hero. 
Li is a sly and crusty old Shaanxi peasant 
who is the leader of his village produc- 
tion team. When a city youth is sent to 
his village for “re-education” during the 

| Cultural Revolution, Li torments the 
boy at first, tricking him out of some 
money and assigning him impossibly 
heavy jobs. But as time passes, the boy 
comes to appreciate and admire Li, for 
even if he is a wily old character, his 
machinations are nearly always for the 
benefit of the community. 

The story Daughter of the Yellow 
River , one of the best in the volume, de- 
scribes another two unlikely heroes: an 
old, sickly raftsman and his young, viva- 
cious wife, both of whom have enough 
courage to live free from conventional 
morality. The woman nurses her hus- 
band devotedly, but has a passionate af- 
fair with a man her own age, which the 
husband tolerates despite the scandal 
and scorn it generates in the village. 

The translations of the stories suffer 
from a slight awkwardness, usually due 
to excessive literalism. The book also 
abounds with typographical errors. Yet, 
despite these flaws and the uneven qual- 
ity of the stories themselves, Thi 
Chinese Western remains a significant 
contribution to our understanding of 
this important part of contemporary 
| Chinese literature. — Linda Jaivin 


more Cooper, Willa Cather and Owen 
Wister. The authors have also been in- 
fluenced by Latin American magic real- 
ism and Soviet socialist romanticism. 
The most important influences, how- 
| ever, are the land and the people of the 
Chinese west. As portrayed in these 
stories, they are wild, untamed and vio- 
lent compared with the more gentle and 
"civilised" people of the Chinese east. 
The violence in these stories is more 
often than not that of a political cam- 
paign. 

But in Jia Pingwa's How Much Can a 
Man Bear? set in the mountain districts 
of Shaanxi during the Cultural Revolu- 
tion, ideology seems like a cheap excuse 
for a more virulent native cruelty, such 
as when a local leader “makes revolu- 
tion" by organising the gang rape of à 
woman he considers politically suspect. 

The very wildness of west China also 
offers a degree of personal freedom un- 
known to the Chinese east. As Zhu 
comments in her introduction, China's 
west is so large that it "takes in every- 
body, with or without ID card. In the 
vast uncultivated spaces of the west and 
northwest, one can afford to flout . . . 
bureaucracy. The writers of the Chinese 
western celebrate this sense of freedom 
from petty restrictions.” Asa result, she 
says, a "new kind of hero" has been 
born, one who challenges authority and 
bends the rules. 








ECONOMIES 


Coping with 
the crises 


Southeast Asia in the 1980s: The 
Politics of Economic Crisis edited by 


Richard Robison, Kevin Hewison and 
Richard Higgott. Allen and Unwin, Aus 
tralia. US$19.95 

his hook IS a SCTICS | ON! on tne 

international ecconomt IVITOT 
ment which the economies ol ti Asean 
countries and Australia are facing in th 
| 9580s and the need Lor what tl GOIELOTS 
a group of political economi: dv ar 
sometimes rapid and paini idiust 
ments 

In their battle with main m nei 
classical economists. the editors use the 
argument that the international eco 
nomic environment face hes 
states is qualitatively dill rom 
what it was before th: SOs. Individual 
chapters on  Indones Thailand 
Malaysia, the Philipp por 
and Australia offer analys 1 
lemmas 

The emergence of lew interna 
tional 


division of labour is entral 
theme in all the essays. | tel 
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? ô only Coil National 
has the flexibility and network 
to serve all Canadian ports 

directly, and all western U.S. 


ports through our U.S 
Subsidiary, the Grand Trunk 


Railway —convenient, one- 
company shipping for all of 


Canada. 99 
Don Poirier 


General Sales Manager 





Shipping yar goods to Canada via 
Canadian National Railways makes 
a lot of sense. For a lot of reasons. 
CN serves every major Canadian 
port with direct ship-to-rail service— 
Prince Rupert, Vancouver, Halifax, 
Saint John and Montreal, and an 
integrated efficient network of inter- 
modal terminals across Canada. 
Through east and west coast 

Canadian ports, we provide 
dedicated daily and reliable 
container train service, 
cogente oe S shipments to 

n the west coast, we operate 
destination trains with specialized 
equipment out of Vancouver, and 
serve a wide variety of specialized 
xommodity terminals that ensure 
roper and prompt handling. 
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Flexible, efficient distribution 
to all of Canada. 


Through U.S. west coast ports, 
we provide unrivalled connections 
to Canadian destinations with most 


major U.S. railroads, via our Grand 
Trunk affiliate. 
shipment tracing is a simple, 
fast procedure with CN's world- 
renowned, sophisticated co dis 


system, accessible through 
worldwide, as well as TWX in the 


US. We also provide computer 
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and container inventory control. 
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shipments into and across Canada, 
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there is no thorough introductory 
discussion beyond saying  export- 
oriented industrialisation strategies 
have eclipsed — import-substituting 
ones, and hinting that offers of cheap la- 
bour for transnational companies 
are now being outbid by advances 
in technology in high-wage coun- 
tries. 

Despite this, several essays provide 
excellent discussions of their chosen 
country. For example, Garry Rodan 
shows how Singapore's ruling People's 
Action Party (PAP) gained sufficient 


BANKING 


A gilded history 


autonomy from specific interest groups 
to direct the country's economic suc- 
cess. He argues here that the crucial 
role of the state contradicts simplistic 
free marketeer descriptions of Singa- 
pore and demonstrates the import- 
ance of policy for economic develop- 
ment. 

Oddly enough, having directed a 
bead at the assumptions of 
mainstream economics, Rodan then 
criticises PAP planners for their lack of 
perfect market knowledge by miscal- 
culating the pace and degree of the in- 


The Hongkong Bank in Late Imperial China 1864-1902: On an Even Keel by 
Frank H. H. King, Cambridge University Press. US$100. 


! f you have seen the futuristic building 
of the headquarters of the Hongkong 
and Shanghai Banking Corp. (HSBC), 
read the book. No one can say HSBC's 
former chairman Sir Michael Sandberg 
ever did anything by halves. From the 
man who commissioned what was the 
most expensive building in the world 
when it was opened, now comes what 
must be one of the most extensive cor- 

orate histories. This 700-page tome is 

ut one of four volumes in a general 
series. 

This first volume covers the years 
1864-1902. It is exhaustively researched 
and can be overwhelming, but, for the 
most part, it is well written. Some pass- 
ages are thoroughly absorbing, such as 
those describing the compradore system 
and examples of China's early borrow- 
ing quirks, which today's banker may 
say have not changed much. 

Equally fascinating is a description 
of the life of the junior Hongkong bank- 
er and his move up the corporate lad- 
der, and of rules about marriage and 
families which have earned the bank the 
moniker, "Heart and Soul Breaking 
Corporation.” 

The author, Frank H. H. King, a 


CAMBODIA 
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rofessor of economic history at the 
Daiversity of Hongkong, says the bank 
did not interfere with his writing. This is 
apparently true as is particularly clear in 
the chapter on how financing the opium 
trade was crucial to the bank’s basic op- 
erations. This non-interference may, 
however, face the acid test in the latter 
volumes on more recent times, still 
fresh in local memories. For example, 
this volume tells us why the policy of 
inner reserves was established at 
HSBC, but it is an open question 


Nightmare without end 


Kampuchea Punishing the Poor by Eva Mysliwiec. Oxfam. £3.95 (US$6.70). 


Now 10 years after surviving the 
genocide of the Pol Pot regime, 
Cambodia is still crippled by war, isola- 
tion and a Western embargo on much- 
needed aid for development. Only 
through humanitarian non-government 
organisations and reports from a few 
selected journalists allowed into the 
country are we reminded of the endless 
suffering of its people. 

Kampuchea Punishing the Poor is a 
valuable and well-documented review 


of the Cambodian problem and those 
trying to deliver basic services to the 
people living under the Vietnamese- 
backed Heng Samrin government. 

The plight of the Cambodians has 
been exacerbated by a denial of aid to 
Phnom Penh, when in 1983, just as 
Cambodia was beginning to recover 
from its war wounds, the Western aid 
tap was abruptly turned off in a bid to 
punish Vietnam for its 1978 invasion. 

This book, put together by all aid 








hk 
ternational economic change after 1985. | 
The authors argue that economic? 
policies are mediated by politics, n- 
terest groups and social forces. Al- 1 
together, the book represents à matur- - 
ing of political economy. But, if states - 
and politics play such a fundamental 
role in economics, then the next step isa - 
clearer analysis of the problems and pit- - 
falls of state policy formation and plan- 
ning. After all, rational all-seeing plan- 
ners are as rare as the rational all-seeing - 
entrepreneurs venerated in neo-classical © 


. i 
economic mythology. — Grant Evans 





whether we will know why this practice, 
unacceptable in most major countries, 
remains in use. A 

The history project is apparently a 
sensitive issue at HSBC. One long- 
timer deemed it a “red rag" not to be - 
waved in front of Sandberg's successor, < 
William Purves, who apparently feels - 
Sandberg's dream of establishing à ^ 
special department for history was a bit - 
over the top. The project, like the build- 
ing, was becoming costly. d 

From the scant information available. 
(none was provided by HSBC), financ- - 
ing of the four volumes which follow the - 
bank's progress for 120 years from 1864-_ 
1984 cost the bank at least US$600,060. 
This figure does not include the buy- 
back arrangement with the publisher. 
Cambridge University Press, which, ac- 
cording to their spokesman, was for. 
1,600 of the 2,300 copies printed. Usu- 
ally, such an arrangement gives the cor- 
porate entity between a 40% and 60% 
discount, chalking up a bill for the bank 
of between US$64,000 and US$96,000. 

Are corporate histories worthwhile? 
Why do corporations feel obliged to pay 
so much more for a publication than 
would a savvy publisher? On the oth; 
hand, are corporate histories useful to 
independent historians because of the 
information provided? 

Debate on the first questions is 
heated. As to the last, this first volume 
provides good solid information that 
should be valuable for future historians 
of finance and trade. — Nancy Langston 
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groups in Phnom Penh, records the col- 
lective experiences and conclusions of 
those who have witnessed how the re- 
construction of Cambodia was crippled 
by the Western embargo and the politi- 
cal and economic boycott of the country 
by China and members of Asean. 

Aid workers at these organisations 
say that the Western policy of “punish- 
ing Vietnam by denying Cambodia aid" 
has been counter-productive. It has 

ushed the central government further 
into the arms of Vietnam and the Soviet 
bloc. They add that support for the 
Khmer Rouge-dominated coalition has 
also served to bolster the credentials of 

the Hang Samrin government at home. 
— Tom Fawthrop 
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Taiwan workers step up strikes to press for a better deal 


BUSINESS AFFAIRS 


Rioters confront police outside go vernment buildings; Taipei buses outdated laws cause friction. 
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Summer of discontent 


By Jonathan Moore in Taipei 


gen rapid social and economic 
. M development is creating strains 
within the country's labour market and 
causing uncertainty among government 
licymakers. The growing tension has 
een highlighted by a rash of strikes and 
a flurry of sometimes contradictory pol- 
icy pronouncements. 

n recent weeks, tension has focused 
on the bus drivers of Miaoli county. 
They staged Taiwan's first technically 
legal strike, albeit for only three hours; 
the dispute has since dragged on and is 
now the country's longest stoppage. 
Meanwhile, a government proposal to 
import foreign labour has aroused more 
objections from agitated workers. 

Labour experts say Taiwan's out- 
dated laws and habits are the root cause 
of the friction. Under martial law, the 
labour force was kept on a tight rein by 
management or Kuomintang (KMT)- 
controlled unions. Strikes were banned. 

But since the lifting of martial law in 
June last year, angry workers, denied 
basic rights for so long, have started to 
speak out. They feel they have “a lot of 
lost ground to make up," according to 
labour activist Wang Ching-ping. 

Trapped in the middle of the turmoil 
is Taiwan's one-year-old, cabinet-level 
Council of Labour Affairs (CLA). It 
finds itself caught between the govern- 
ment's traditional role of limiting labour 
unrest by authoritarian means and its 
role as the champion of workers' rights. 

The result has been a series of often 
conflicting signals that reflect the vague 
hope that labour-market protagonists 
will find common ground by obeying 
complex and so far untried rules. 

Government policy is confused, says 
Hwang Yueh-chin, a law professor at 
National Chengchi University. “Every- 


thing is happening suddenly, and it is 
difficult for the government to find a 
priority." 

Taiwan's 7.7 million industrial work- 
ers have become increasingly aware of 
their rights. The real turning point came 
with the lifting of martial law. But other 
factors have played a part: the publicity 
surrounding the adoption of the Labour 
Standards Law (LSL) in August 1984; 
the formation of political organisations, 
including Taiwan's first Labour Party in 
December by former Democratic Pro- 
gressive Party member Wang Yi-hsiung. 
and the increasing independence of 
Taiwan's labour unions. For example, 
in March, Kang Yi-yi, a member of the 
Labour Party, was elected chairman of 
China Petroleum Corp.'s union, the 
first non-KMT member to head a major 
union. 


M recent labour disputes, includ- 
ing the Miaoli strike, a walkout by 
train drivers in May and a number of 
demonstrations by public utility em- 
ployees, have been aimed at obtaining a 
more thorough enforcement of the 
LSL. The law guarantees a minimum 
wage of NT$8,000 (US$280) a month, a 
48-hour working week, pension and in- 
surance benefits, and severance pay. 

But the CLA’s move to allow em- 
ployers to import workers from South- 
east Asian countries to help ease the 
current labour shortage and keep la- 
bour costs down, has deepened divi- 
sions. The unemployment rate in 
Taiwan was just 1.75% at the end of 
June. And the average industrial wage 
at the end of May was NT$15,788 a 
month, up 8% from a year earlier. 

The proposal is to allow unskilled la- 
bour in for a year. The foreign workers 


would be employed under the terms of 
the LSL and priority would be given to 
employment on the government's 14 
major development projects. Taiwan's 
labour shortage is particularly acute in 
the construction industry. 

But the move appears to undermine 
government attempts to appease dis- 
contented workers E improving labour 
conditions. Critics say an influx of for- 
eign workers will undercut the local la- 
bour market, cause problems of integra- 
tion, and might even spark violent pro- 
tests from resentful locals. Taiwan al- 
ready has an estimated 12,000 illegal 
foreign workers. 

Others say the move will be seen 
overseas as a ploy to give Taiwan an un- 
fair trade advantage by keeping labour 
costs down. In the past, the US has put 
pressure on Taiwan to upgrade labour 
conditions for this very reason. 

The LSL has also come in for criti- 
cism. Activists say more attention 
should be paid to amending existing, 
but ineffectual, labour legislation. The 
law, they say, while important, is super- 
ficial. They want the government to 
tackle the more fundamental issues of 
collective bargaining rights and free 
union leadership elections. 

According to labour experts, the 
LSL unfairly puts the burden of creating 
à social security system on manage- 
ment. The result is that employers, be- 
lieving the law is too demanding, have 
refused to follow any part of it. 

The Miaoli strike has tested the new 
Arbitration Dispute Law, which was re- 
vised on 17 June for the first time since 
1943. The law allows workers to strike 
after a first round of mediation, but re- 
quires that they return to work if a sec- 
ond, arbitration, phase is called. 
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The Miaoli bus drivers went on strike | 
on 8 August following a breakdown in | 
mediation efforts. It was the first legal | 


strike in Taiwan's history. But the gov- 
ernment decided three hours later that 
the dispute should go to arbitration, 
thus compelling the drivers to go back to 
work. The drivers ignored the order. 

The CLA justified its intervention, 
saying the dispute was a special case be- 
cause the company provided a much- 
needed service for commuters. Despite 
the move, C. S. Wu, director of the 
CLA's planning department, insists the 
government should not get too involved 
in labour disputes. But the experience 
has left labour activists with the impres- 
sion that the government maintains a 
kind of de facto ban on strikes. 

"[t is almost impossible to have a 
strike under the current law because the 
procedure for striking is very compli- 
cated," says Wang Yaw-nan, secretary- 
general of the Labour Party. "Also, 
they have the right to intervene at any 
point," he adds. 

But for all the apparent chaos, 
economists do not expect the labour tur- 
moil to cause serious problems for 
Taiwan's economy, which is growing at 
a healthy annual rate of 776. 


he brunt of labour unrest in recent 
months has been felt mainly in large 
public utilities and government- 
sanctioned monopolies, such as trans- 
port companies, which, union support- 
ers point out, have not set an example 


by enforcing the law. Besides the Miaoli | 


strike, 2,000 workers at China Pet- 
roleum Corp. and Taiwan Power Co. 
organised a work stoppage on 15 July. 
They collectively took sick leave so that 
they could march to the Ministry of Eco- 
nomic Affairs and on parliament. 
Workers in the state-sanctioned 
monopolies tend to have more lever- 
age and this is strengthened if the 


monopoloy is a state-owned company, | 
where it is difficult to sack people. Such 

strikes have a high public profile and the | 
effects are immediate. But 85% of | 


Taiwan's firms are small and medium- 


greatly affected by labour problems. 


Some economists say the expense of | 
complying with the LSL could force em- | 
ployers to compensate for increased |. 
costs by dismissing workers, especially | 
those at the lower end of the productiv- | 


ity scale — the very employees the law is 
designed to protect. 

But officials at the CLA and the 
Council for Economic Planning and De- 
velopment say enforcement of the la- 
bour law could further the goal of indus- 


trial restructuring which is forcing la- | 


bour-intensive industries to transfer 
their operations overseas or to auto- 


mate and upgrade their production | 
technology. Foreign investment should | 


not be affected, say economists, be- 
cause Taiwan is no longer an investment 
target for labour-intensive industries. {J | 


level as those paid to Japanese working in the venture 


until Japanese Foreign Minister Sosuke Uno and Chii 


-at the end of last year. In fiscal 1987, which e 
. ment jumped to US$1.27 billion, six times the 
Uy this included one US$L1 billion loan from th 
size companies which have not been | 


search department of the J apan-China | 
| me the ro, until place 


: ter ms for the foreseeable future. 

















































ready China’s bigge t cre " 
partner, but ranks a listant third behind Hongkong a id t 
vestor. The new investment pact removes the main mpedimer 
emergence as number one in this field. : 
It is curious that Japan’s largest, proximate source of cheap labour sh ul 
have lagged behind places like South Korea and Thailand as a lure 
vestment yen. One reason for this has been the lack of a legal basis to pro 
panese investment in China. 
The new agreement provides guarantees against compulsory exprop io 
and the free remittance of earnings to Japan. A disputes procedure will 
lish a joint committee of officials from the two countries who will suggest a resol 
ution when the parties cannot agree. Failing that, a three-man arbitrati 
board can make a binding adjudication. | 
China has agreed to accord Japanese ventures "national treatment," alk 
ing such firms access to the same cheap raw materials, labour and bank loans as 
a Chinese concern. If the materials are less expensive , ; 
on the world market, the Japanese venture can import 
if it wishes. In the past, Japanese joint ventures have 
often found themselves discriminated against in the |E 
supply of scarce raw materials. At the same time, wage |E 
rates for Chinese workers have been set at the same | E 


(which i in practice has meant that a large part of each Ja- 
panese's salary has been paid into a bank in Japan). 

The US is expected to insist that its own investment pact 
with China, which is still bein; negotiated, has the same’ 
conditions; other countries which have already signed - 
agreements may do likewise. H 

It was the national-treatment clause which had held up 1 
the whole package with Japan for more than two years 4i 

a's || 
Premier Li Peng softened their bargaining positions in |] : 
April. It had taken so long — seven years in all — because ; | 
of China's unrealistic expectations when it first opened its Takeshita: ‘greater s 
doors to outside investment. 

Japan has accounted for only 8.7%, or US$1 .9 billion, of cumulative inv: 
ment in China since 1972. There were 411 Japanese. cases out of a total of 4,60 

nded in March, v Japane est 
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rk Clifford in Seoul 

overhaul of South Korea’s creaky 
nancial system is at last begin- 
, after years of talk and little action. 
ile there is broad agreement that the 
ncial sector needs reform, the pace 
of change will remain slow because of 
_ protests from business leaders and op- 
Position political o 
- Moreover, esident Roh Tae 
Woo’ s government, which is cautiously 
trying to distance itself from the admin- 
istration of former president Chun Doo 
Twan, remains defensive. 

Two issues are at the top of this 


















e Ministry of Finance (MoF) for polit- 
lly tinged policy decisions. The MoF 
id its. supporters, meanwhile, say the 
ministry's overall record is one of distin- 
guished professionalism and that it 
should not be stripped of any power. 
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year s reform agenda: greater indepen- | 
lence for the central bank, the Bank of | 


orea (BoK), and decontrol of interest | 
rates on loans. Advocates of greater im- | 
'penderice for the BoK want to punish | 


There has been bad blood between | 


pa pre Ser mre m rir tel rere ren eren erent E e Hi d emt iren 


the BoK and the MoF since 1962, when | 
the ministry took control of the bank in | 


the wake of Park Chung Hee's coup. 
The finance minister chairs the bank's 


monetary board, which sets policy, and | 


nominates the bank's governor. Asa re- 
sult, the bank has been unable to con- 
duct independent monetary policy and | 
it is technically bankrupt because of the | 
heavy bond issues needed to control the 
surge in money growth. Central bank 
employees chafe at what they complain 
is haughty treatment by their peers at 


| the MoF. 


Political opponents, along 


punish political enemies and reward | 
friends. The opposition is still furious at 
the MoF's injection of cash into the 
economv before last December's presi- 
dential election. 
no credibility, because of politics, and 
that carries over to economics," 
ceded an MoF official. 


"The government has | 
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eal of i ndenc "the [BoK]^ 
The. political plications of an-ex- 
panded role for the BoK are uncertain, 
Most observers expect little change. But 
a minority view holds that a more inde- 
pendent BoK may mean a more interna- 

tional approach to capital markets. 
“Policy in [South] Korea is very 
much a matter of personalities,” said a 
foreign banker in Seoul. “The [BoK] 
would be much more prepared to be less 
interventionist than the [MoF]. The 
new governor [Kim Kun] and his dep- 
uties are much more switched on to 
what's going on overseas” than either 

the previous governor or the MoF. 


W hile the dispute over the BoK has 
grabbed headlines, the pending 
deregulation of interest rates for loans, 


which MoF officials say will occur in Oc- 


| tober or November, will have a more 
with | 
many journalists and intellectuals, are | 
also angered that the MoF, through the | 
central bank, has used credit control to | 


immediate impact on the economy. 
Liberalisation is expected to pull up in- 
terest rates several percentage points 
because of high demand for funds due to 
the double digiteconomic growth South 
Korea has registered since 1986. 

The Federation of Korean Industries 
(FKI), the strongest business lobby, re- 
cently issued a formal protest. "It will 


| have a very serious influence on [South 
con- | 
“In whatever | 


Korean companies’ | competitiveness,” 
said a senior FKI official. “It is time to 
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. Open the door 
o better prospects 
in journalism 













2 ~ The Reuter Foundation will award six 
in University Fellowships to journalists from 
-developing countries for the 1989-90 
-academic year Three of the Fellowships will 
be tenable at Oxford University, England, 
- two at Stanford University, California, USA, 
-andone for French-speaking journalists at 
d Bordeaux University, France. 
— - Asa Trust established by Reuters, 

the international news and information 
organisation, the Reuter Foundation 





research in various fields including information 
technology. 


tuition and accommodation. Applicants must be 
aged between 25 and 40 and have at least five 
years' professional experience in journalism. 
For an application form, please write now 
in English or French, to the Director, 
the Reuter Foundation (FE), — 
85 Fleet Street, London ECAP 4AJ, 
England. Telephone: 01-250 1122. 
Telex: 23222. The final date for. 
receipt of completed applications is 
31 January 1989. 
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. opportunities to journalists for study and 








Reuter Foundation 
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cutin rates now." -The FKI official 
added that if the government decontrols | 
interest rates, it should allow more flexi- 
bility in monetary growth or allow 
companies to borrow more cheaply on 
the international market. 

Liberalisation of i interest rates is de- | 
signed to be the first step in giving au- 
thorities more flexible tools to conduct 
ME The BoK would like to 
see the MoF issue government bonds, 
leaving the BoK free to conduct open- 
market operations and change the dis- 
count rate at which it lends funds to 
monetary tools are cur- 
le, leaving financial au- 
o rely almost exclusively on 
sales of Monetary Stabilisation Bonds 
(MSBs). 

These. bonds are force-fed to institu- 
tions, at below-market rates, in an ef- 
fort to soak up liquidity. Although infla- 
tion is rising and the country is running a 
large current-account surplus, the gov- 
ernment has no way of controlling 
money. supply other than with clumsy 
MSBs. . 

Officials hope the liberalisation will 
be accompanied by the development of 
a prime-rate system, though initial indi- 
cations are that the prime rate will sim- 
ply be set by government fiat. Deregula- 
tion, at least initially, looks like it will be 
regulation i in another guise. A genuine 
prime: Tate system will require a much 






system. 
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- How To Employ Thirty of the World's 
Most Talented Fund Managers 
Without Having To Pay For Them 


AS AN INVESTOR, yov're looking to invest your money 
with those fund managers whose record for consistently 
selecting the best performing stocks and shares sets them 
apart from the rest in a given market sector. —— 

However, the constant changes in the world economic 
markets and in fund management groups often makes it 
difficult or impractical for most investors to identify and 
select, and then to manage a portfolio of investments. 

The International Portfolio Fund Limited was 
specifically designed to meet this challenge. IPF enables 
investors to benefit from the expertise in asset allocation of 
the Fleming Group and from the research departments of 
Matheson Investment Management Limited in London and 
Matheson PFC Limited in Hong Kong to structure and 
manage four unique ready-made portfolios which invest in 
the best and most consistently performing offshore funds 
and unit trusts. 

During the month of October, the individual portfolios 
will be offered free of the customary initial entry charges, 
enabling you as an investor to access the best and most 
talented fund managers in an individual portfolio with a 
proven track record. 


Please note that the price of units and the income from them can go down as well as up. 
Investors should also be aware that there may be circumstances and conditions which could restrict their right to redeem their units 
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more thorough overhaul of the financial | 


Joining the FKI in opposition to | 
higher interest rates are the comniercial | 
rates are to be | 
liberalised only on loans, which means | 
that the bankers will enjoy a fatter | 
spread between the rate they pay de- | 
Du and the rate they receive from | 
enders. But the banks are apparently | 
concerned that this is only the opening | much more rapidly than if they have 
act of a drama which will force them to 
compete against each other, and even- | 
tually against foreign banks. | 

Commercial banks have lived in a | 
protected world. Not only are deposit | 




































presidents i are still appointed 
MoF. (The government has 
since Roh's inauguration in- 
that this practice will be 
| "soon.") Moreover, major c 
| cisions have usually been made, 
least. approved, by the gov 
though this practice is also want 
The incremental approach tc 
ignores the fact that more than 
billion a month is flowing int 
| Korea from export earnings a 






















| of high interest. rates and an. 
won revaluation. "There's a ri 
| this attempt at gradualism is gait 
| washed away in a sea of incom 
_ lars,” said a foreign banker. 
South Korean officials said in 
| August that they would apply t 
| come an Article 8 country mem 
| the International Monetary Fund ( 
| Which would commit them to make 
won àn internationallv convertible 
rency within the next few years. By 
| ing behind the demands of an in 
| tional agency like the IMF, policyt 
| ers may be able to push through chia 






| stand up to lawmakers and special j 
| terest groups on their own. But in z 
case, internationalisation, competit 
| and liberalisation are several ye 
away, at least. 


The portfolios spread risk and opportunity. They offer a 
cost effective and administratively simple method of 
acquiring a portfolio of investments which are under expert 
supervision 

To find out more about the International Portfolio Fund 
Limited and how you can employ thirty of the world's most 
talented fund managers at no cost, simply send the coupon 
below. 
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ichael Westlake in Jakarta 
ith a profit of US$18 million ex- 
ected for this year, Indonesia's 
onal airline Garuda Indonesia 
set to climb out of the financial pit 
ch it has been trapped for years. 
osses peaked at US$117.9 million 
85. But Garuda chiefs say profits of 
) million might be possible this 
<A senior airline official said that 
enue this year is expected to pass 
$1 billion, well up from US$811 mil- 
nin 1987. 
But anyassessment of Garuda's per- 
ormance is overshadowed by factors 
h make. difficult any simple com- 
arison with other airlines in Southeast 
sia. 

First is Garuda's role as both In- 
donesia' s national-flag carrier on inter- 
ational routes and the major domestic 
irline: In Garuda's own words, it has a 
overnment-mandated role in *stabilis- 
ng the national transportation policy." 

. This national obligation includes fly- 
ng the head of state on official visits, 
ransporting Indonesian military con- 
ingents taking part in UN peace-keep- 
ng missions and special flights to and 
“om Mecca for haj pilgrims. 
._ Another complication is that 
jaruda's main hub at Jakarta is only 80 
linutes away from the larger hub at 
ingapore, from which Singapore Air- 
es (SIA) operates more frequent 
ights than Garuda to far more destina- 
ons all over the world. Thus, the 19 
oreign airlines serving Jakarta in 1987 
arried 51.1% of the total of 2,003,274 
ssengers recorded by the Indonesian 
Jirectorate-General of Civil Aviation, 
ugh this was down from 57.476 in 
6 (of 1,572,812 passengers). 
his indicates that Garuda share of 
ssenger traffic jumped an enormous 
% to 980,517 passengers in 1987, to 
e it 48.996 of Jakarta's passenger 
ffic for the year. However, SIA, Thai 
ational and Hongkong's Cathay 
fic Airways carried 33.9% of the 
n 1987, down from 38% in 1986. 
lone carried 23.8% of the total 
987, down from 25.5% in 1986. 
he fierce competition from 
eighbouring hubs also carries over 
ọ the Jakarta airfreight market. 
ruda’s share fell from 54% in 1986 
O: 43.8% in 1987, despite a 7.8% 
icrease in total cargo from 38,184 
ines in 1986 to 41,156 tonnes in 
987. The same three foreign air- 
nes increased their combined shares 
m 24.9% in 1986 to 37.7% in 








. third complication is that 
uda’ s published figures are three 


T ruda gears up 


onesia’s flag carrier expands despite government obligations 
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years out of date — its annual report for 
1985 was issued in January this year and 
its 1986 report is said to be in prepara- 
tion. This is partly the result of Garuda's 
computer systems being overtaken by 
the airline’s growth, and partly due to 
the need to audit rigorously in a con- 
tinuing bid to stamp out corruption and 
ticket frauds. 

More recent figures must, therefore, 
be gleaned from Garuda's statements in 
the local media — in which also appear 
stories about delayed flights, com- 
plaints from passengers and apologies 
from the airline for poor service. 

According to Garuda, recent delays 
affecting up to 45% of its daily 310-315 
scheduled domestic and international 
flights — and up to 59% of its 80-90 
daily flights from Jakarta — were 
caused by an “explosion” in passengers 


GARUDA'S FALL 
AND RISE 


(Selected financial passenger data) 
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demand fer hay flights coinciding with 
school holidays and the tourist season. 

However, according to local media 
reports, a major cause of the delays was 
a slowdown by pilots. They are dissatis- 
fied with a new "incentive" scheme 
under which 50% of their out-of-home- 
port living allowances are paid at their 
destinations and the rest at the end of 
the month, instead of full payment at 
their destinations, thus allegedly ren- 
dering the end- of-the-month payment 
liable to tax. 

The new scheme was too complex, 
and resulted in a net loss for the pilots. 
Garuda said the new scheme was not an 
economy measure and was not designed 
to make the pilots lose money. 

The pilots' complaints, however, un- 
derlined local industry rumours — on 
which Garuda and civil aviation officials 
refused to comment — that Garuda pre- 
sident Mohammed Suparno, promoted 
from commercial director in January, 
might be destined for another post out- 
side the airline soon. This is seen as part 
of a bid by the pilots to regain control of 
the company which they lost in 1984 
when veteran pilot Wiweko Supono was 
replaced as airline president. 

Garuda began as a joint venture be- 
tween KLM Royal Dutch Airlines and 
the Indonesian Government in 1950, 
with KLM providing management and 


operational expertise as well as an initial 


fleet of 20 DC3 Dakotas, eight Convair 
240s and eight Consolidated. PBY 
Catalina amphibians. But after the In- 
donesians accused their former colonial 


masters of holding back Indonesian 
staff, the Indonesian Government took 


100% control of Garuda in 1954. 


ut Garuda ran into trouble in the 
1960s — expansion had been rapid 
and standards dropped. It also lost many 
key staff during a national purge of sus- 
pected communists in the wake of the 
1965 attempted coup. In 1968, Wiweko 
— one of Indonesia's first training cap- 
tains and a former air force pilot — was 
made Garuda's president and given the 
task of revitalising the company. 
Wiweko turned the company 
around, scrapping unsuitable types of 
aircraft, acquiring turboprops and then 


jets for domestic services, and stream- 


lining management and fare structure. 

In 1976, he took Garuda into the 

wide bodied aircraft age with DC10s, 
followed by Boeing 747s in 1980 and 
Airbus A300s in 1982. He also insti- 
gated the now widespread move to 
two-man cockpits in widebodied air- 
craft, persuading Airbus Industrie 
to rearrange the cockpit to dispense 
with the flight engineer in Garuda’s 
A300s. 

It is this legacy of Wiweko which 
forms the backdrop to the rumours of 
the pilots’ wish to regain control 
from the commercial managers — 
the thinking that pilots know best 
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after year, b y ien Who are "ala i live 
and sensitive, men who have turned 
programming into a means of rationa- 
lizing creativity in all the major sec- 
tors of construction. Men who have 
know-how to build works of major im- 
portance : railways, motorways, brid- 
ges, industrial and civil constructions, 
dams and hydroelectric plants, irriga- 
tion system, water treatment and pu- 
_ritying plants, nuclear power plants, 

etc. An organization equipped to deal. 

With all the needs of the customer: de- : 
sign of works, construction manage- | 
ment, management and also the pro- 
vision of technical assistance, tran- 

sfer of know-how, industrial purcha- 
Sing, organization of contract mana- 
gement as well as diversification in 
the sectors of financial engineering 
and counter-trade. 





how to run an airline efficiently. 

But this argument overlooks that 

Wiweko's move into widebodied air- 
craft became a headlong plunge without 
compensating increases in traffic — two 
DC10s in 1976 became six by 1979, 
joined by four 747s in 1980 and two 
-more in 1982, further joined by nine 
_A300s the same year. Pilot supporters 
argue that the fleet expansion was 
achieved at low prices, and that without 
these purchases Garuda would today be 
unable to cope with the large increases 
-in traffic. 

The accumulation of debt, which by 
1984 had reached US$1.25 billion, a de- 
cline in passengers in 1982 and 1983 and 
a rupiah devaluation in 1983, resulted in 
a huge trough of losses. For Garuda — 
in effect a government-owned and di- 
rected utility charged with providing air 
transport in a vast and poor country 
whose economy was underwritten by oil 

revenues — profits were a secondary 
consideration. 

But mounting losses proved too 
much. Wiweko was replaced in 1984 by 

Reyn Lumenta, then a vice-director of 


S'iparno; Jakarta airport: expanding domestic fleet. 


Garuda and president of the subsidiary 
domestic operator Merpati Nusantara 
Airlines. Lumenta and Suparno, who 
became commercial director in 1984, 
are credited with stemming the losses by 

utting idle aircraft to work, partly by 


leasing them out but largely by opening 


up the tourist market in Bali in joint 
ventures with other airlines. 

Garuda's aircraft utilisation in- 
creased vastly — from an average 7.5 
hours a day in 1984 to 11.3 hours a day in 


1986 for 747s, 4.15 to 11.5 hours for 


DC10s and 5 to 6.3 hours for A300s. 


Smaller but no less valuable increases 


were obtained for the DC9s and F28s. 
Lumenta also initiated a crackdown on 
corruption which was losing untold 
amounts of revenue and goodwill. 


Losses ballooned to US$117.9 mil- 
lion in 1985 before the remedies took ef- 
fect, and shrank to US$32.8 million in 
1986, by which time debt had been re- 
duced to US$750 million. Last year’s 
profit of US$180,000 would have been 
greater but for another rupiah devalua- 
tion in 1986, and the debt figure was re- 


duced further to US$525 million. 


122 








Garuda hopes to clear its debt by 1992. 

Despite these apparently successful 
results, Lumenta was replaced in Janu- 
ary by Suparno. The official reason was 
ton health after a motorcycle accident 
ast year in which Lumenta was injured, 


though local rumours attribute un- | 


specified political motives to the move. 

Some people point to Garuda man- 
agement's new offices in leased prem- 
ises in Jakarta as being offensively opu- 
lent and expensive, as well as Lumenta's 
wish to lease or buy second-hand air- 
craft to expand capacity again, even 


though the system-wide passenger-load | 


factor has only this year passed 60% (up 
from an average 55.4% last year) on the 
back of a worldwide surge in tourism. 
Suparno was not available for an in- 
terview. But another senior Garuda of- 
ficial who spoke to the REVIEW on con- 
dition of anonymity, said Garuda's fleet 
is made up of six DC10s, six 747s, nine 
A300s, 18 DC9s and 34 Fokker F28s. 
These will be joined by three Boeing 
737s for domestic services, starting in 
April next year, with five more to come 
in 1990. More domestic aircraft are 
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gressively from January next year and 
will be disposed of later — they have 
flown less than half their initially de- 
signed maximum number of flights. The 


F28s, too, will be retained for some 
years to come. 

The airline official said international 
traffic growth planned at 14% for this 
year had reached 32% for the past six 
months, with 22% growth on domestic 
services. Flights to Japan have grown 
30-40% since 1986. Load factor on this 
flight is about 62% — down somewhat 
because of a switch to 747s from the 
smaller DC10s — and is expected 
to reach 70% by the end of the 
year. 

Garuda now operates seven flights a 
week to Japan, against Japan Air Lines’ 
five a week, and would like 14 a week, 
but negotiations for an increase have 
been unsuccessful. Possible new des- 
tinations include Vancouver or 
Montreal, for which negotiations are 
under way; a possible joint venture with 
Korean Air to Seoul which is still at the 
planning stage but which could start in 
1989-90, and China — but, the official 
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needed immediately, he said, though in- 
ternational services could wait a year. 


ri e said Garuda intends to have 100 air- 
craft by 1998, and wants to roll over 
the entire fleet by 1995. All new acquisi- 
tions will be leased. He expects the air- 
line to order its first 747-400 long-range 
aircraft for delivery in 1991, but would 
not say how many Garuda wants. He 
said: “We are still analysing whether 
our growth is a cycle or a trend, so our 
10-year plan may have to be modified. 
We don't want to repeat what happened 
four years ago.” A decision will be made 
by the end of this year. 

All the present 747-200s will be 
phased out, so that the 747-400s will be 
joined by either McDonnell Douglas 


MDlIs or Airbus A340s, also be de- | 


cided by the end of this year. "The trend 
Is for point-to-point traffic," the official 
said, "but this does not fit all our 
routes." The A300s will thus be phased 
out later than the present 747s and 
DCIOs. 

The DC9s, some of which are around 
15 years old, will be refurbished pro- 





emphasised, “only if the government al- 
lows it." 

Already agreed are a weekly service 
to Auckland from November, increas- 
ing to two a week from April next year, 
and a third weekly service to Perth from 
September. 

The requirement to provide haj pil- 
grimage flights, which run empty one- 
way, forced Garuda to lease aircraft 
rather than keep surplus capacity lying 
idle for the rest of the year. A DC10 and 
a 747 were leased this year, and Garuda 
intends extending the 747's lease and 
keeping it in the fleet. 

Freight is another area for expansion 
— in 1984, cargo brought in 4% of 
Garuda's total revenue but this has 
climbed to 16% . The airline is consider- 
ing buying a freighter but is concerned 
about the problem of one-way loads, 
and may opt for a combi instead. 

Some areas of Garuda's in-house 
business such as maintenance and 
ground-handling may be split away as 
separate profit centres to cut Garuda's 
overheads, as may its medical centre 
and its crew transport unit. oO 


8 SEPTEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 


We believe 
technology should 
enhance our lives. 
With simplicity, reliability and durability. 
Created as a family, 


to live and work together. 


Today and tomorrow. 
Toshiba 
office technology 
that talks. 


In Touch with Tomorrow 


TOSHIBA 











It calls for in-depth under- 


standing of local 
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knowledge of tax advantages, 
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of potential costs. Finally, it 
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BANKING 


By Michael Malik in Sydney 
Do interest rates, a major fillip to 
wa the corporate bond market and pos- 
sibly added problems for foreign banks 
operating in Australia are among the 
expected effects of the reduction of 
banks’ Statutory Reserve Deposit 
(SRD) requirements announced in the 
23 August budget. 

The major Australian banks have 
welcomed Treasurer, Paul Keating's 
move, which continues the bank dere- 
gulation which. the Labor government 
began in 1983. The new requirements 
should not only free up bank cash, but 
lower costs, and substantially remove 
an irritant which the banks have long 
seen as an unfair tax on savings. 

Under the SRD system, banks are 
required to maintain deposits with the 
Reserve Bank (the central bank) equi- 
valent to a set proportion of their Aus- 
tralian dollar deposits. The cost saving 
will arise from the fact that the A$3.6 
billion (US$2.9 billion) currently held in 
SRDs earn only 5%. interest, rather 
than market rates. For the big four 
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Something in reserve 


Budget changes will mean lower interest rates in Australia 


banks — ANZ Banking Group, Com- 
monwealth Bank, National Australia 
Bank and Westpac Banking Corp. — 
over the three years during which the re- 
ductions will be phased in, the saving 
has been estimated at around A$40 mil- 
lion each in earnings that would other- 
wise have been lost. 

But Keating has not been quite as 
generous as a first reading of the budget 
statement appeared. Announcing a re- 
duction in the requirement of SRDs 
from 7% of deposits held by commercial 
banks to 1% of total liabilities for both 
commercial and savings banks — which 
previously were not required to hold 
SRDs — it looked like a dramatic slash. 

Depending on the definition of 
"liabilities," it appears that the real cut 
in required deposits will be about equi- 
valent to halving present SRD require- 
ments. Even so, according to banking 
sources, this should make the major 
commercial banks more competitive, 
and enable them, as Keating suggested, 
to lower interest rates. Westpac, for in- 
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Hainan's old 
hands return 

A Chinese province elects 
officials from scandal days 


By Elizabeth Cheng 


f" hina's newly established Hainan 

province has elected a leadership 
that includes many officials who were 
associated with a huge speculation and 
corruption scam four years ago, leading 
some analysts to predict a return to ram- 
pant profiteering. 

In 1985, Peking clamped down 
heavily on a number of high-ranking of- 
ficials who had exploited the new eco- 
nomic freedom of the island, then a part 
of Guangdong province, by importing 
prized consumer goods — such as cars 
and TV sets — for resale at high prices 
to mainland provinces. 

The new leadership includes Yao 
Wenxu, one of three top party officials 
denounced for the “car scandal" — 88 
out of 94 government bodies were in- 
volved in the importing and resale racket. 

Yao, 62, was elected head of the 
party-appointed advisory People's Poli- 
tical Consultative Conference on 24 Au- 
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gust. He was Hainan party secretary 
from 1983 to 1988, retaining his position 
even after a severe reprimand. 
Hainan’s new leadership is led by 
the former mayor of the Shenzhen 
Special Economic Zone, Liang Xiang, 70, 
who was elected governor, and Xu 
Shijie, 68, chairman of the standing 
committee of the Provincial People’s 
Representative Conference (PPRC), 
the local legislative body. These offi- 
cials are believed to favour clearing the 
names of some of those involved in the 
1984-85 scandal. 

These officials include Lei Yu, who 
was credited with stimulating the local 
economy through the speculative car 
sales. Hainan sources said Lei was not 
corrupt as he did not derive personal 
gain from the sales and that car re-ex- 
ports were well within the then law. 
Lei, who has been rehabilitated in 
the wake of renewed emphasis on eco- 
nomic reforms, is now vice-mayor of 
Canton. He recently said that Canton 
had much to learn from Hongkong. 

Of the five vice-governors elected at 
the first session of the Hainan PPRC 
since the province was established in 
May, three had served in Lei’s past ad- 
ministration, though they had not been 
openly denounced. China analysts say it 
is only a matter of time before rampant 
profiteering re-emerges in Hainan, de- 
spite predictable efforts to control it. 
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| tion that the rate of release of exc 







stance, estimates that when fully 
plemented, the reduction m 2 
should mean a reduction of about ha 
percentage point on interest rates. 
Bankers are less enthusiastic. 
the fact that Keating also put in a re 














funds will be subject to monetary poli 






While details still have to. 


analysed, the predominant view is 
the big winners in terms of recovere 
terest income will be the banks. 
most on deposit and the lowest pre 
tion in their savings bank ops 
The changes will hit pure saving 
(for regulatory purposes, the« 
between savings and commerci 
has been abolished) and also: 
help the various foreign banks w 
still, by and large, struggling toes 
themselves in Australia since derep 
tionlet them in. IE 

Standard Chartered says it is stud) 
ing "several scenarios" for meeting. 
new situation where their present SRL 
will probably not meet the new requiri 
ments, but officials were not prepare 
to discuss what such scenarios entailed 
HongkongBank Australia says that itis 
awaiting clarification of the definitión of 
“liabilities,” but is expecting that its re- 
serve requirements will rise. Although. 
hesitant to predict the outcome, a 
spokesman said that undoubtedly: the 
new regulations were going to disadvan- 
tage those banks which rely. on offshore 
funding — which previously had not at- 
tracted SRDs rather than large 
domestic deposits. ; 

The expected boost to the corporate 
bond market will come as a side effectot 
the new requirements and of the ASSIS 
billion budget surplus. ANZ has already 
gone to the market to raise A $500 mil- 
lion and the other big banks are ex- 
pected to follow suit. 

Before the changes, domestic bor- 
rowing increased SRD levels and so. 
was better for the banks to raise mone 
offshore. Now there will be no distin 
tion between onshore and offshor 
bond issues, so the market expects t 
see an increase in corporate Dond- 
suances by the banks, particularly 7-. 
year bonds which will qualify as cap 
under new guidelines also released 
the Reserve Bank on 23 August. | 

Simultaneously, the budget surph 
and the government's zero net-bor 
ing requirement for the coming year 
mean a shortage of government par 
With Australian bonds still attraetive 
overseas investors, analysts had © 
pected the market to become tight. — 

This will be somewhat offset by th 
Reserve Bank's stated intenti 
lower the prime asset ratio for co 
cial banks. At the moment, the 
are required to hold 12% of their a 
in government bonds, cash or as- 
serve Bank deposits. This is exp 
to be lowered to 7% , reducing to s 
extent the demand for governme: 
paper. 








































































_ fter almost a decade of slow, piece- [ 
b meal reform, China's state indus- 


ies are in urgent need of systematic, 
amental restructuring to arrest 

ir decline. The 98,000-plus state-run 
aries are only marginally more com- 
etitive now than they were when the 
ges began, but old problems have 


ened. Many cannot survive without |. 
sidies, easy loans, cheap raw mate- | | Contart, 
s and other forms of government |) ^ ^ — 


port. 
Chinese economists argue that to re- 


X elu. 


tion. costs, withdraw completely from 
direct enterprise management, and en- 

rce stricter financial discipline, in- 
_ cluding allowing bankruptcies and lay- 
Offs. More important, there should be 
- some form of denationalisation within a 
"politically acceptable socialist frame- 


_| work. Leasing of small state industries 
| and the issue of stocks to state workers 
| are important experiments in this direc- 


-tion. 
|. State industries are the core of the 
Chinese economy. Last year they pro- 
duced 6076 by value of the country's in- 
- dustrial output. They employ more than 
half the urban industrial workforce, ac- 
count for 85% of fixed-asset urban in- 
strial investment and contribute 85% 
industrial profits and taxes. 
Chinese leaders recognise that the 
ccess of urban reform hangs on their 
ability to make state factories efficient. 
dustrial reform began nine years ago, 
the same time as the highly successful 
ral reform, but has been implemented 
it a slower, more timid pace because of 
reater difficulties. The main reforms 
idopted so far give greater managerial 
ority to factory directors, allow 
ite factories to retain more of their 
wits, give them more autonomy in 
ion and marketing and intro- 
a new tax structure. 
hese measures have helped nurture 
up of competent managers, re- 
ved ideological barriers and laid 
id foundations for further ambitious 
rm. In some aspects, such as mar- 
ing and materials allocation, China is 
ar ahead of other socialist countries, 
ote World Bank economists in 
ina's Industrial Reform. "[The] re- 
rms are not comparable in extent or 
m with those in Yugoslavia, but they 
be fairly compared with those in 
Iungary," the economists said. Yugo- 
and Hungary were the first com- 
- countries to have liberalised 
conomic structures, 
nese reforms may be daring by 





most communist standards, but they are 
not enough to transform state industries 
into efficient, profitable operations. 
State factories are now part-market, 
part-plan oriented, often pursuing con- 
tradictory objectives. As the agents of a 
rigid economic plan, they are obliged to 
produce loss-making but vital goods, 
provide new jobs even when they are 
over-staffed, and respond to other de- 
mands passed down a hierarchical com- 
mand chain. 

As semi-independent, profit- 
oriented economic entities, state fac- 
tories scramble to produce popular 
goods even though these consume a dis- 
proportionately large amount of scarce 
resources. They also borrow excessively 
from state banks because interest rates 
are low and repayments can be delayed 
indefinitely. They hoard important raw 
materials beyond their needs because 
they have lived through four decades of 
chronic shortages. With limited finan- 












cial stake and say in the plant's long- 
term development, factory managers 
and workers pursue short-term profits 
and bonuses. Technical modernisation, 
improved productivity and long-term 
investment are seen to be the state's 
responsibility, not that of the fact- 
Ory. 

These partly reformed state indus- 
tries are inevitably unprofitable and 
badly managed. Each renminbi of in- 


— vestment generates less output, profits 


and taxes than non-state collective fac- 
tories. Production capacity is grossly 
under-used with many idle workers and 
machinery obvious to any visitor to a 
Chinese state factory. Intense pressure 
for pay increases to compensate for 
rapid inflation has led to excessive wage 
disbursements, even by unprofitable 
factories. 

Unable to absorb higher production 
costs through improved productivity, 
they rely on the state to bail them out. 
Enterprise subsidies, the bulk of which 
go to state factories, will increase to an 
estimated Rmb 40.7 billion (US$10.9 
billion) this year, about a sixth of pro- 
jected state expenditure. 

State enterprise reform suffers most 
seriously from inconsistency. It began 
officially with a five-point directive on 
increased autonomy for state enter- 
prises in July 1979. Since then, dozens 
of new policies have been introduced, 
shelved, half-abandoned or seriously 


Too many cooks 


hina wants state industries to be- 
come independent, self-sufficient 
producers, which respond rationally to 
market forces. But at the moment, state 
factories are still a long way from that goal. 

Enterprise autonomy, now en- 
shrined in the governments reform 
policies, has been blocked by local gov- 
ernments. State industry officials have 
proved reluctant to give up long-held 
power. And planning agencies, used to 
administering factories as part of the 
government, habitually meddle in pro- 
duction. 

The Enterprises Law which was 
passed early this year, stipulated that 
government departments should guide 
state industries by providing advice, in- 
formation and broad policy guidelines. 
They should not be directly involved in 
day-to-day management. But as long as 
bureaucrats, and not the market, allo- 
cate scarce resources, government offi- 
cials are unlikely to be willing to take a 
back seat. 


In May 1985, a new policy allowed 
state-run enterprises to produce, sell 
and set prices (within a 20% range of 
state prices) for above-quota goods. 
They were also allowed to increase the 
wage bill by as much as 3%. They can 


keep up to 40% of above-quota 
profits and 70% of depreciation 
funds. There are few enterprises 


which can claim any greater auto- 
nomy. 

In production, for example, the 
State Planning Commission has reduced 
mandatory planning to 10-2096 of in- 
dustrial output. The rest is subject to the 
more negotiable guidance plan. This, 
however, often re-emerges as rigid 
mandatory planning in the hands 
of provincial and municipal authori- 
ties. 

In Shanghai, for instance, many state 
factories operate according to plans and 
targets, though central ministries have 
reduced mandatory production to 
only 18% of the city’s industrial out- 






| ‘compromised after running into 
unanticipated difficulties. The 

“economic responsibility system,” 

a profit-sharing scheme between 

the state and state industries, 

was stopped in 1983 after two 

years. 

The plan to allow insolvent 
state enterprise to be forced into 
bankruptcy, promoted vigorousty 
in 1986, was shelved in the face of 
public opposition. The Enterprise 
Law, the charter establishing a 
state undertaking’s legal status and 
a factory manager’s authority, 
went through numerous drafts be- 
fore it was passed early this year. 
A taxation system introduced in 
1984 to replace traditional passive 
profit delivery by state industries 
has been greatly modified in the 
latest “contract managerial re- 
sponsibility system,” itself a 
new form of the old profit-delivery 


arrangement. The contract system REVIEWGRAPH 


itself may be swept aside soon 
if it cannot withstand spiralling 


prices. 
Ro reform, in contrast, has been 
consistent in its devolution of eco- 
nomic power, first to the people’s com- 
munes, then production brigades and 
eventually to individual households. 
Because state industries are the biggest 
urban employers and taxpayers, Peking 
often retreats from reform at the first 
sign of trouble. It also switches inde- 
cisively between price and enterprise 
reforms, not certain which should have 
the greater priority. Zig-zag industrial 
reforms damage the government's cre- 
dibility and leave factory managers sus- 
picious of future changes. 


put, according to one press report. 

In the supply of raw materials, the 
central government now distributes di- 
rectly just 60 kinds of commodities. But 
pou and municipal distribution 

ureaux still control most essential ma- 
terials. In 1986, 66% of the planned coal 
supply in Shandong was distributed by 
the provincial government. It was also 
involved in coal distribution via other 
channels, such as barter among big state 
enterprises and newly established mate- 
rial-exchange centres. In all, it control- 
led about 90% of coal supplies, accord- 
ing to reports. 

In investment, the central govern- 
ment controls about one-fifth of total in- 
vestment. Local governments control, 
approve and fund the rest. A state fac- 
tory has little say in investment because 
it does not have much capital of its own. 
About 90% of its income goes towards a 
55% profit tax, a 50% income tax, state 
funds for infrastructural development, 
and fees for education and other public 
services. 

After deducting bonuses and staff- 
welfare benefits, the factory is left with 
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ON THE DECLINE 


| (Measuring the performance of China's state industrial sector) à 


Industrial reform also started with 
very short-term goals — and yielded un- 
impressive results in return. Party Gen- | 
eral Secretary Zhao Ziyang pioneered 
enterprise reform in Sichuan a decade 
ago, allowing six state factories to retain 
some profits and some freedom in pro- 
duction and sales decisions. Since then, 
reform has concentrated on limited de- 
volution of financial and administrative 
decision-making. 

It aimed to provide some flexibility 
and incentives to enterprises, without 
venturing into deep industrial restruc- 
turing. Critics say the latest contract sys- 
tem, essentially a financial-incentive 
programme, is just another small step 
forward. 


about 3% of its income for develop- 
ment, according to Yang Peixin, an 
economist at the Economic, Technolo- 
gical and Social Development Re- 
search Centre under the State Coun- 
cil. 


n pricing, finance and staff recruit- 

ment, local governments also wield 
considerable influence over a state fac- 
tory. They expect it to help provide 
jobs, keep prices low and carry out 
other social responsibilities, even if 
these do not always make economic 
sense. 

To make matters worse, the control 


of state industries is often scattered be- | 
overnment bodies. For | 


tween many 
example, the Oingdao Forging Machin- 
ery Plant in Jiaoxian county, Shandong 
province, is controlled by both the 
Qingdao municipal and Jiaoxian county 
governments. 

The Qingdao  machine-building 
bureau assigns the plant its yearly pro- 
duction and financial targets. The 
municipal labour bureau handles wage 
problems, the distribution of bonuses, 





Source: State Statistical Bureau, 
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of machine building, 




















a 





























































A key reason industrial reform | 
had little impact is that parallel refe 
have been slow in coming, or non-ex 
tent. Labour reform to break the iron 
rice bowl of urban workers Au made 
limited progress (REVIEW, 12 May). 
Dismissals and job transfers of state 
workers are still rare, resulting in over- 
staffing of state factories. | 

Peking has also barely started to set 
up an alternative welfare network to 
take over the many social respon 
sibilities imposed on a state factory. It 
must provide its workers and their 
families with life-long employment; 
housing, medical facilities, schools, nur- 
series and other free social services: 
This enterprise-based welfare system 





staff training and recruitment. 
People’s Bank of China in Jiaos 
manages the plant’s funds. The min 
the 
machine-building bureau, the 
materials bureau and Jiaoxian 
| materials I DE bureau each pr 
raw materials for different quota: 
signed to the plant. | 

A state enterprise is also regarded 2 
public property whose t 
everyone has the right to tap. Asaresu 
numerous local organisations fre 
quently ask the plant to A, à 
public projects. The State Council hs 
banned extortion, nevertheless 
practice still goes on. 

The debate is still raging ove 
how much autonomy a state enter 
should enjoy. Jiang Sidong of the c 
Economic System Reform Institute s 
that, given China's distorted price s 
tem, fully autonomous firms pt 
economically irrational decisions. E: 
terprise autonomy should then 
fore be devolved hand-in-hand wit 
other economic reforms. 

— Louise do Rosaria 
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Market pricing for major 
dustrial items began only 
WO years ago, creating a con- 
fusing new multi-tier system. 
he long-established irra- 
yal price system brings 
chronic losses to primary in- 
tries but large profits to 
ducers of intermediate 
ds, regardless of indi- 
ual enterprises’ perform- 




















e. 
The new rule, said Peking, 
vould be that the "state regu- 
tes the market and the mar- 
t regulates enterprises.” 
But the market China has 

lay is highly fragmented, 
rted and chaotic. It is 
e with profiteering, region- 
protectionism, unfair com- 
jetition, corruption and 
reaucratic interference. 
Markets for labour, capital, land and 
other factors of production are still in 
heir infancy. Such an irregular eco- 
nomic environment makes difficult the 
efficient management sought from state 
ctories. 











































Withering away 
state enterprise 


* hina's state-run industrial sector is 

y shrinking. Largely spontaneously, 
tate control of enterprises is being re- 
nquished in favour of more diversified 
orms of ownership. 
¿Last year, China had 7.53 million in- 
strial enterprises. Some 98,000 were 
ate-owned, 1.85 million were collec- 

s; and 5.58 million were in private 
They accounted for 60% , 34.696 
6% respectively of national indus- 
output. The remaining enter- 
es were mainly foreign joint ven- 





r orthodox Marxists, public own- 
p is superior to collective, private 
other forms of ownership. But in 
ice, state ownership is now 
nymous with inefficiency, while 
ctive and private ownership have 
.to stand for competitiveness. The 


.1984-85 boom and the current 
The word collective covers a wide 
ige of ownership patterns. The own- 


semi-official organisations and 
governments. The main distinc- 
etween collective and state enter- 
is that the former is not covered 
he state plan. 


Coal - 


mining processing 


Bosses 





lective sector was the engine of both | 


r$ may be a group of individuals, state . 


MA er He Peerririr mra ys nt HMM A eee rer rmm nr AOLA a a n SAN B eir YHA rote ede rrr rd a MAH 


SOME WIN, SOME LOSE 
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€" Profits and taxes 
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| Sales profits 


The losses are usually covered by subsidies, 


Where the market cannot regulate, 
officials step in, further strengthening 
the traditional, powerful industrial 
bureaucracy that reforms aim to 

| weaken. Large amounts of resources 
| are still tightly controlled by central 


of the 


Collective industries have to find 
their own materials, labour and mar- 
kets. It isin this struggle for survival that 
collectives build up their competitive- 
ness. While, bankruptcies are rare 
among state enterprises, births and 

| deaths among collectives, especially the 
small ones, are a daily event. 

Nevertheless, collective industries 
account for a growing share of national 

| industrial output — from 19.2% in 1978 
to 34.676 last vear. They have been so 
| successful in fact that Peking recently 
drew up detailed proposals on what 
state industries could learn from collec- 


| reinforced by the many small money- 
| losing state firms, leased or sold to 
| groups of individuals or units, which 
| have become profitable again. 
Collective industries are concen- 
trated in townships and villages in the 
| Yangtze and Pearl river deltas. In the 
main provinces in these areas, namely 
Jiangsu, Zhejiang and Guangdong, the 
state's share of industrial output has 
|i been reduced to 46.5%, 43.1% and 
| 56.8% respectively. Party General Sec- 
retary Zhao Ziyang said in October that 
















Food Tobacco Textiles Electricity Chemicals Ferrous Machinery 


Note: Chinese accounting methods separate losses incurred from overall profits. 


ne 


| the state's share of output should fall to | 


30% within two to three years. 


| 
| 
| 
! 
| 
| 
| 
| tive ones. It is a lesson that has been 
| 
i 
| 
i 
| 
| 
| 
i 
| 
| 
| 
| 
| 
| Chinese economists say that state 





ministries, industrial bureaus 
and provincial and municipal 
governments. 

Chinese state factories 
must, as factory managers | 
put it, have “one eye on their | 
superiors, another on the | 
market." The more ineffi- 
cient a state plant, the more 
official protection it needs. 
Rather than upgrading its 
productivity, it spends more 
time cultivating good per- | 
sonal connections, negotiat- 

| 
| 
| 















ing for low government 
targets, and bargaining for 
tax exemptions cheap raw 
materials and other conces- 
sions from its superiors. 

A state factory is still the 
basic bureaucratic unit within 
a rigid hierarchy. It is still 
subject to so-called multiple 
leadership, receiving often 
conflicting targets from many 
supervisory agencies and 
with lines of responsibility 
entangled. 

Reformers recognise that state in- 
dustries cannot hope to be efficient and 
independent with such administrative 
relationships. Economists such as Li 
Yining, of Peking University, argue that 
China needs a new kind of state owner- 














ownership is inefficient because no one 
is held responsible for performance. 
“Ownership by all the people means it is 
owned by all in name, but does not be- : 
long to any one individual or group in 
practice," said one  Peking-based | 
economist. | 
Who owns a factory — the state 
treasury, a central ministry, an indus- | 
trial bureau, a provincial or municipal 
government, or the workers? Existing | 
laws and regulations provide no answer. 
Mergers and acquisitions. among | 
state industries, a government-sup- 
ported move aimed at restructuring the | 
| 
| 





present, irrational industrial base with- 
out creating unemployment and bank- 
ruptcies, have encountered problems 
because of the difficulties involved in 
distinguishing between different kinds 
of state assets — ministerial, municipal 
and enterprise. 


n July, a State Administrative Office 

for Nationalised Assets was set up 
under the Ministry of Finance. The of- 
fice, which will manage state property, 
appears to be the first step towards 
clearly identifying who is the legal 
owner of a state enterprise. 

Because there is no clear definition 
of property rights, there is little eco- 
nomic accountability. Government de- 
partments feel they have the right to 
meddle in state factories operating 
within their field. But none of them are 
ever punished for making a wrong deci- 
sion. Meanwhile, plant managers refuse 
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| ship under which state enterprises be- |- A 


come joint-stock companies. The state 
would still retain ownership via a direct 
majority shareholding or through a 
group of institutional shareholders. 
Management rights, now scattered 
among many government bodies, could 
then be given to the enterprise to enable 
it to operate Msc A 

The joint-stock firm's board of direc- 
tors would guide its long-term develop- 
ment and would also serve as a buffer 
against excessive bureaucratic interfer- 
ence. The government could then con- 
centrate its efforts on creating a fair, 
stable economic environment, so that 
state industries could compete on an 
equal footing... 

After a decade. of experiments and 
laying ideological groundwork, China 
seems well placed to pursue such am- 
bitious ideas as sweeping reorganisation 
of state industries with new definitions 
of state ownership. More tinkering as in 
the past, Chinese economists argue, will 
only create more contradictions. With 
major price reforms | eat for early 
next year (REVIEW, 30 June), enterprise 
reform has taken on new urgency. State 
industries will have to be more efficient 
to absorb price rises. Otherwise, they will 
need even more state subsidies or be 
forced to raise prices of their products 
and add to the inflationary spiral. 





to take risks because they have a negligi- 
ble financial stake in the enterprise. 
And budget funds and bank loans are 
misused because they are regarded as 
state money without any connection to 
individuals or groups. 

The irrational pricing system and 


long-standing economic distortions 
make it even more difficult to hold any- 
one responsible for an enterprise's loss- 
es or profits. 

International experience has shown 
that privatisation may be one solution 
for ailing industries. But this is not a 
feasible option for communist China. 
Chinese economists suggest a kind of 
social ownership with the government, 
individuals and various other groups 
sharing ownership. 

With a clear stake in an enterprise, 
such shareholders would have a strong 
vested interest in seeing it operate effi- 
ciently. The state, in its capacity as 
majority shareholder, would continue 
to own and control the enterprise, but it 
would no longer have to play the role of 
ill-advised bureaucrat. Factory direct- 
ors would then have the freedom to 
manage. 

State industries have started to issue 
stocks to the public on a limited scale, 
but this trend is likely to accelerate as 
the weaknesses of existing forms of state 


On a visit to Heilongjiang in mid-July, | 
Zhao said profitable enterprises should 
issue shares to their workers and pay di- 
vidends. 


| 
| 
ownership are more widely recognised. | 
i 


— Louise do Rosario 
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n July last year, Sha Youshung signed 


[ three-year contract to run the Harbin 
No. 2 Woollen Textile Mill. Sha had 
been managing the plant in Heilongjiang 
province since 1981. Recently, however, 
the Harbin textile bureau accused Sha of 
poor management; his contract was re- 
voked. The city auditors later concluded 
that the bureau's charge was groundless, 
but Sha has not been reinstated. 

Li Zhenyan, manager of the No. 2 
Diesel Engine Factory in Henan, always 
had bad relations with Song Hailiang, 
the communist party secretary at the 
plant. Since November 1985, the two 
have been engaged in a "civil war," the 
People's Daily reported. Morale at the 
factory plummeted; huge losses were run 
up. In February, Song rejected Li's ap- 
plication to join the party. The following 
month, Li cut Song's salary and told him 
to stay away from work. 

Earlier this year, a textile factory in 
Jiangsu province tried to switch 70 of its 
2,300-strong workforce to part-time 
Jobs. The part-timers were to keep the 
same salary, but would lose their 
bonuses. The 70 workers rallied the sup- 
port of other workers and sabotaged pro- 
duction. One month later, the part-tim- 
ers were reinstated as full-timers. 

Stories about such problems in state 
factories appear in Chinese newspapers 
every day. Breaches of employment 
contracts, hostility by party officials, re- 
taliation from disgruntled, dismissed 
workers are typical of problems faced 
by individual managers. 

State factories are difficult to man- 
age because government bodies, factory 
employees and party secretaries all 
think they are "masters" of state prop- 
erty. Being the professional manager of 
a factory is, therefore, one of the tough- 
est jobs in China today. The risks out- 
weigh the financial rewards. According 
to a survey by the Economic Research 
Institute of the Shanghai Social Sciences 
Academy published in February, a 
manager of a state factory earns Rmb 
2,022 (US$543.50) a year, compared to 
Rmb 1,595 for a state worker. Since 
then managers' salaries have risen, but 
few dare to take too much more for fear 
of being accused of unfairness bv their 
employees. 

Since 1979, Peking has been trying to 
establish the manager as the main deci- 
sion-maker in a factory. The process has 
been hampered by workers’ strong 


| egalitarian convictions, the dominant 


position of the party and the govern- 


| ment’s instinct to intervene in produc- 


tion. 
The recently enacted Enterprise 
Law clearly defines the limits of the 


| manager's power. 


The new law stipulates that a party 
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Shantou textile factory: tough jo 













secretary has to “guarantee and 
vise the implementation of party - 
state policies in an enterprise." 5 
vague terms of reference are Doung 
lead to abuses, especially if the 
secretary is ambitious or stu 
Many party officials are used to be 
the boss in their factories and have d. 
culty concentrating only on ideole 
matters. 
In managing the workforce, - 
manager has the carrot of more bonu 
and wages, but not the stick, A 
Jiangsu textile factory manager disc 
vered, it is extremely difficult to m 
workers who are expecting life-time ei 
ployment. More than half the 332 man 
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gers interviewed in the Shanghai survey: 
said they did not have the power to diss 
miss workers. 

Factory managers have to seek per 
mission from labour bureaux if they. 
want to hire people, and the bureaux. 
are more interested in creating new J 
than increasing factory productis 
The manager can only appoint midi 
ranking staff, but not deputy mans 
gers. 

Chinese economists say 
means the redistribution of re 8i 
ity and power among people and inst 
tions. Factory managers, in trying to b 
lance the needs of production. či 
demand and government orders, arë 
the forefront of this often y 
process. But despite these difficult 
many managers are fired by à sense € 
mission to do their job well. These 
"socialist entrepreneurs” are rightly de 
scribed asthe pioneers of reform. | 

— Louise do Rosario 
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r a decade of trial and error, Pe- 
g has designed a management 
ct system which will form the cen- 
ce of its industrial reform pro- 
ime over the next three to five 
S. The system has been im- 
ented aggressively since it was 
ied in May last year and now 
ies to most state factories. 
onomists say it is a compromise 
h pleases all parties concerned, but 
ich introduces few real changes to in- 
strial management. 

The system, called the contracted 
lanagerial responsibility system, is a 
rofit- and responsibility-sharing ar- 
angement between the state and a state 
nterprise. 

State factories sign one to five-year 
ontracts with supervisory government 
gencies, committing themselves to de- 
ver a fixed proportion of profit and in- 
ome faxes. Successful enterprises can 





Sor the first time in years, a mood of 
: - cautious optimism about In- 
onesia’s economic prospects has 
merged in Jakarta. Recent statements 
Indonesian policymakers and the 
ws of international agencies, like the 
Vorld Bank, suggest that the country's 
vorst external-sector problems are 
kely to be over by the end of this year. 

It is also argued that Indonesia 
hould be able to follow Asean neigh- 
ours back onto a more rapid economic 
rowth path in the early 1990s, provided 
ident economic policies are main- 
ed. The optimism has been boosted 
e favourable international re- 
- to Indonesia's short-term debt 
ng and  balance-of-payments 


ome observers, however, feel the 
sm is misplaced. Indonesia is still 
biggest foreign debtor with a 
ervice ratio projected to reach 
his year. Uncertainty reigns in the 
arket, the farm sector is poco rm 
badly and GNP growth is sluggish 
Yo in 1987). These factors suggest 
ndonesia could encounter quite 
s short-term adjustment and long- 
rowth problems. 

-main cause for optimism has 
the quite spectacular growth in 
oil, especial y maufacturing, ex- 








The pitfalls of Indonesia's 
on-oil economic growth 


| 


| 
| 
keep above-quota profits, while loss- | 
makers have to meet their contract obli- | 
gations from their own funds. Profitable 
enterprises can also contract to take 
over the management of badly-run fac- | 
tories. | 
The system is based on ideas which | 
have proven successful in earlier experi- | 
ments. For instance, the factory man- | 
ager and his deputies are not simply ap- | 
pointed by officials, but are chosen from | 
a number of competing candidates who | 
in effect bid for the management con- | 
tract. | 
The system also embodies a carrot- 
and-stick approach. The successful can- | 
didate may earn up to three times as | 
much as an average worker. But he or | 
she — must pledge his personal savings | 
and belongings as collateral. These | 
could be confiscated and his salary cut 
by half if the enterprise fails to meet 
contracted obligations. 
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| 
| 
ports. In the past two fiscal years, non- 
oil exports grew by 40% and manufac- 
turing exports by 28%. | 
For the first time, Indonesia's manu- | 
facturing sector has become a signi- | 
ficant contributor to total exports — | 
2196 in calendar year 1987. In fact, | 
growth in non-oil exports has been the | 
major factor behind Indonesia's impres- | 
sive reduction in its current account def- | 
icit to 3.1% of GDP last year, compared | 
with 6.276 in the previous year. | 
The rapid growth in non-oil and | 
manufacturing exports offers the pros- | 
pect of replacing oil as the country's | 
major foreign exchange earner for the | 
first time in 20 years. It also suggests | 
that the manufacturing sector could be- 
come the engine which powers the econ- | 
omy back to the high growth rates of the 
early 1980s. | 
Sceptics have pointed to the inherent | 
dangers of being heavily dependent ona 
few export commodities. Textiles and 


| Sisira Jayasuriya is senior lecturer in 
the Economics Faculty of Latrobe Uni- 

versity, Melbourne, and Chris Man- 
ning is senior lecturer in social 


sciences at Flinders University, 
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with experience. 


China first adopted a profit-sharing. 


scheme designed to allow state indus- 
tries to keep above-quota profits in 
1981-82. In 1983, the scheme was aban- 
doned because the agreed profit-base 
figure was found to be too low and firms 
were amassing huge profits at the ex- 
pense of the state. 


t has now been revived as a matter of 

political and economic expediency. 
In 1986-87, budget revenue from state 
industries dropped drastically in the 
face of rising prices and intensifying 
competition. 

To arrest the state sector's decline, 
Peking needed to provide it with new in- 
centives. But at the time the political cli- 
mate was deemed unfavourable for rad- 
ical reforms, such as lifting more price 
controls and converting state industries 
into joint-stock companies. 

An improved contract system, al- 
ready in use in experimental enter- 
prises, such as the Capital Iron and Steel 


timber products account for about two- 
thirds of total non-oil export value (and 
85% of the increased exports in 1987). 
But optimists have drawn attention to 
the broad-based nature of export 
growth. 

Indonesia now has a number of signi- 
ficant manufacturing foreign-exchange 
earners. These include non-ferrous 
metals, food and animal products and 
handicrafts, all of which topped US$200 
million in export value in 1987. In the 
past 15 months, it has also seen rapid ex- 
port growth in products ranging from 
iron and steel, through paper to electri- 
cal appliances and tyres. The almost 
daily reports in the press about hitherto 
unheard of export products — like ping- 
pong balls and car parts — attest to the 
variety. 


W hy has this export success only sur- 
faced in 1987-88? Previous major 
rupiah devaluations in 1978 and 1983 did 
not achieve this objective, though both 
were aimed at boosting non-oil exports 
and countering the adverse relative 
price and resource-allocation effects of 
Indonesia's oil-dominated economy. 

Tight fiscal and monetary policies 
have been partly successful in restrain- 
ing domestic inflation and translating 
the September 1986 depreciation into a 
sustained real devaluation. These deve- 
lopments have been supported by a 
series of deregulation packages aimed 
at stimulating domestic investment and 
foreign capital inflow in export-oriented 
activities. 
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contract sys -undramatic, loosely 
| defined and will, no doubt, be modified 
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Plant it 
best bet. 

The Guangzhou Railway Bureau 
signed a three-year management con- 
tract with the Ministry of Railways in 
August last year. The bureau agreed to 
pay 5.3% of its revenue to the state 
treasury in taxes and 12% to the minis- 
try. In return, however, the bureau has 
been left with an increased share of 
after-tax profits. 

Shanghai’s Baoshan Iron and Steel 
Plant was one of the last major state en- 
terprises to adopt the system. In June, it 
signed a three-year contract with the 
Ministry of Metallurgy under which it 
agreed to increase steel output by 6.1% 
a year and profits by 8.1%. It has also 
promised to repay from its own depre- 
ciation funds all state loans used for the 
construction of the first-stage of the 
plant by 1990. In exchange, the plant 
will keep half of above-quota profits. 
Wages will also be allowed to rise in line 
with profits and taxes. 

So far such schemes are having the 
desired effect. Factories, which are al- 
lowed to keep above-quota profits and 
to pass some of them on to workers in 





As a result, the real effec- 
tive exchange rate has re- 
mained virtually constant since 
early 1987, according to IMF 
and Morgan Guaranty esti- 
mates. This year the rupiah — 
largely tied to the US dollar — 
has continued to fall against 
most major currencies cape. 
cially the yen), though this oc- 
curred at a slower rate than in 
1987. The rupiah has therefore 
undergone a real devaluation 

| of about 50% since mid-1986. 
~ There is no doubt that a fall of 

this magnitude has provided a 

major stimulus to the interna- 

tional competitiveness of In- 
donesian exports. 
| It is important to note, how- 
| ever, that such a devaluation 

can only be sustained through a 

contraction in the non-trad- 

able sector. This typically in- 

volves reductions in real 

wages. The push for non-oil ex- 
| ports, backed up by an auste- 
| rity programme, has probably 
hurt living standards more than 
many policymakers have been 
willing to admit. 

Nevertheless, there is no 
denying the export success and 
several Observers have 
suggested that prospects for future 
growth are bright. It is felt that the 
newly industrialised countries’ (NICs) 
loss of favoured access to developed 
country markets, as a result of changes 
in the generalised system of preferences 
(GSP), provides a rare opportunity for 
Indonesia to emerge as a major supplier 
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“Peking, was thought ia be ihe 





= (Unskilled estate-workers! no 
compared with © 





the form of higher wages, have in- 
creased output. As-a result, profits and 
taxes from state enterprises have 
nsen. 

But critics doubt that the contract 
system is much help in raising produc- 
tivity or upgrading plant technology. 
Such matters as productivity are dif- 
ficult to spell out in a short-term profit- 
oriented contracts. The contract system 
is also criticised for reinforcing the ad- 
ministrative hierarchy because each fac- 
tory must still negotiate a contract with 


its supervisory agency. 
0 say the system tends to re- 
ward those who bargain success- 
fully for low targets rather than good 
managers who promote productivity. 
And it fails to address important prob- 
lems, such as price distortions and over- 
staffing that are hurting industrial pro- 
duction. 

So far, the contract system has prov- 
ed popular because all parties stand to 
win a share of the spoils. Government 
planners use the system to stem losses at 
unprofitable enterprises; the state trea- 
sury is guaranteed steady revenues; and 


CHEAP INDONESIAN LABOUR 


inal and real wages” 
e index" | 


VIEWD 


of a range of manufactures. Erosion of 
the NICs’ comparative advantages 
through exchange-rate changes and the 
opportunities offered by non-quota 
markets in Japan should also help In- 
donesian export growth. 

But it is important to draw attention 
to some major problems which may hind- 


mar terr Ar A eA ER RANA aa erar E Sr T i aa E SN b aa taa Kaa av ae irent eer tirs mh ni tht A e Ta as ple gata e tantam rarer Se a a i enn s i tut imet entem wrt 





para S ina ene eee P Hc he Pa rinnitraai aaa pinamae soca Gctenac ear, 

























































factories Keep a bigger share of a 
profits. Factory managers, meam 
see it as a shield to minimise burew 
tic interference, while central ministr 
hope to use it to reinforce their control 
of enterprises. 
Reformers believe the system is the 
first step in China's long path to d 
nationalise state ur ies within 
socialist framework. The signing of à 
management contract between a factors 
manager and his supervisorv govern- 
ment body, they argue, implies th 
state ownership rights can be separate 
from management rights — a pre 
quisite for a more flexible and radical i 
terpretation of state ownership, 
In agriculture, say reformists, the 
has been an evolutionary process fr 
complete, rigid state ownership an 
control to the de facto privatisation ¢ 
rural property, with the contract house: 
hold responsibility system. An indus: 
trial version of this highlv successful 
rural reform should also start with a 
contract which allows the operator of a. 
state factory to manage with less. 
bureaucratic interference. E 
— Louise do Rosario - 


er non-oil export growth in |. 
the medium term. Also, the |. 
cost of pushing exports too |. 
hard might be substantial in: |. 
purely economic terms, andan. |. 
its political and social conse 7 
quences, = 
First, there is some doubt 
whether Indonesia (and other |. 
less-developed countries) will. | 
be able to gain significant ade ^ 
vantage from GSP changes o 
key exports such as textiles. |. |. 
While the changes disad- |. 
vantage the NICs, they will not. | 
necessarily mean that the NICs | 
will lose market share. Giver: 
their record, it is likely. that: 
they will intensify competition | 
in non-quota markets and at- 
tempt to regain entry into the 
quota-constrained markets. — 
To the extent that the NICs 
relocate industries in order to 
facilitate quota-hopping, | 
donesia is likely to benefi 
especially in view of the t 
relaxation. of foreign inv 
ment rules. However, the 
benefits may not be as great as. 
imagined because quota-hop- 
ping firms often rely on import 
we intensive techniques. Also 
penetration of the non-quo 
markets is likely to require sales a 
rangements with international bus 
groups, which have greatly expa 
their presence in Asia im recent yi 
(REVIEW, 25 Feb.). There are high 
plicit payments involved in such ar 
rangements. | 
Second, there are likely to be major 










































































































ber and other natural resource 
istries. It is unlikely that the growth of 
mber output can be sustained at pre- 
it levels. Serious concern about the 
e of exploitation of Indonesia's 
ests has already been raised. If im- 
sved efficiency can be achieved in the 
iber goods sector, it would enable 
ome output growth to be maintained. 
ut it seems clear that a slowdown in 
rowth is inevitable. 


i th 
ber. 


ttan is still being harvested but, at 





growth will be inadequate to maintain 
supplies. 

- In other industries, export growth 
rates are likely to be constrained by sup- 
ply bottlenecks. It is widely recognised 
that past government policies have been 
unable to achieve satisfactory levels of 
technological change in the production 
Of estate crops such as rubber. Given 
the rates and nature of new plantings, it 
will be difficult to sustain last year's 
growth rates in the medium term. 

A third issue relates to the process- 





cent months, a campaign to ban or re- 
| Strict the export of a range of products 
| has gathered momentum. It is argued 
| that such restrictions would encourage 
| the development of down- 
| Stream processing and the 
| export of higher value-added 
products. The plywood in- 
|. dustry is hailed as an exam- 

- ple of the success of such reg- 
ulations. Rattan exports are 
to be phased out by 1990. 
There. have also been calls 
for export bans on sawn 
it rubber latex and 





< The economic rationale 
'ehind such restrictions is far 
om convincing. Some 
udies have shown that the 
jan on log exports to deve- 
p the plywood industry 
ive resulted in substantial [^ ` 
t losses to Indonesia. Re- 1 -a 
ctions may be justified in 
case of plywood, which 
quires a large unskilled 
Kforce and where de- 
id is relatively inelastic. 
the same arguments do 
apply to rattan. 

"e world market for rattan furni- 
‘Is quite price-sensitive as these pro- 
ts have to compete with many other 
s of furniture. They also require 
irketing channels, continuous adap- 
ion to new trends and a relatively 
killed workforce. | 

|. Proponents of the rattan ban argue 
bat furniture manufacturers will be 
orced to relocate in Indonesia. 
Vhether this will occur and, even if it 
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ing of timber and other products. In re- | 
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Similar considerations apply to rat- |- 
in. Indonesia currently supplies 70- | 
0% of the world's raw and semi- | 
ushed rattan. Older, more desirable © 


irent. rates of output, natural re- |- 
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seems even less persuasive in the case of 
latex. In essence the case for export re- 
strictions seems to be simply an argu- 
ment for more protection for domestic 


| industries. 


Recent policy debates in Indonesia 
about broad-based versus selective ex- 
port promotion have to be placed in this 
wider context. The former relies on the 


provision of an economic environment 
which is conducive to exports, and 
where the choice of exports and invest- 
ment patterns is left to the private sec- 
tor. 

The latter, on the other hand, envis- 
ages a more interventionist strategy, in 
which potential winners are chosen. 
These would then be given strong gov- 
ernment support through commodity- 
specific measures. 

There is no evidence that bureauc- 
rats are any more likely to predict win- 
ners than the private sector. In fact, 
selective promotion is more likely to be 


(Exports of non-oil/gas products 1987) E 
Rps 8,478 million 
(Rps 6,717 million) 





0.6 


| Note: Figures in parenthesis are for 1986. E 
D A Source: Bank Indonesia and Indikator Ekonomi, March 1988, | 


susceptible to the pressures of particular 
interest groups and therefore less effi- 
cient in purely economic terms. 

These problems need to be viewed in 
the context of the impact on wages of 
slower economic growth and deflation- 
ary policies. Real wages in agriculture, 
construction and manufacturing rose in 
Java during the late 1970s and early 
1980s, underpinned by growth in the oil 
and rice sectors. Slower overall growth 


ses 0.7% (1.5%) | 


“Indonesia is debatable. The argument | 
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INDONESIA'S “OTHER” EXPORT BOOM 













gether with the government's fiscal au- 
|Sterity, have reversed this trend. 


Various studies suggest that real 
wages in rice-growing areas in central 
and east Java and in urban construction 
have fallen over the past few years. In 
the construction sector they may have 
even fallen in real terms since 1982-83. 
Estate wages in Java, North Sumatra 
and Indonesia as a whole appear to have 
risen slightly in real terms from 1982-86, 
though growth has been much slower 


: than it was in the late 1970s and early 


1980s. 

Repeated devaluations and fiscal 
stringency have exerted considerable 
downward pressure on real wage rates. 
A further fall in the real exchange rate 
could result in a significant reduction in 
wages. The government’s austerity pro- 
gramme has added to the strains. It has 
already decided to freeze civil service 
salaries for the third year in a row. 

Indonesia faces a basic conflict be- 
tween its stabilisation-adjustment ob- 
jectives and economic growth targets. 
At the moment, in response primarily to 
external payments imbalances, the gov- 
ernment has opted to sacrifice short- 
term growth for the expected medium 
to long-term benefits of successfully 
reallocating resources to the export sec- 
tor. 

But some have argued that the costs 
of this strategy are unacceptably high. 
The strategy is based on the 
hope that the world econ- 
omy will at least maintain 
current rates of growth 
and that the commodity 
price boom will hold. How- 
ever, given the extent of 
Indonesia's debt-servic- 
ing problems and the con- 
straints they impose on 

olicy, the economy is like- 
y to face substantial prob- 
lems. 

If the global economy was 
to slip into recession, In- 
donesia’s export industries 
would suffer in the back- 
wash. The government is al- 
ready under strong pressure 
from business and wage 
earners for more expansion- 
ary policies. An economic 
downturn would exacerbate 
this problem. 

Despite the considerable 
achievements of the past 15 
months, Indonesia is not yet 
out of the woods. Although interna- 
tional aid agencies and domestic obser- 










| vers are aware of the pitfalls, they con- 


| 
| 


tinue to stress the gains made in the 
hope of maintaining the momentum of 
non-oil export growth. But events this 
year and next may sorely test this pro- 
jected optimism. They may well be cru- 
cial to medium-term growth prospects 
and for political and social develop- 
ments. uü 
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On April 28, 1988, Peking made public the most important 
concrete development affecting Hong Kong's future yet: the first 
draft of the Basic Law. The Basic Law is the mini-constitution 
that will govern Hong Kong once the Union J ack is lowered for 
the last time on June 30, 1997, and the territory’s 5.6 million 
people are looking at it closely to see whether it guarantees the 
precious rights and freedoms spelt out in the Sino-British Joint 
Declaration four years ago. 











This book is the first to deal with the implementation of the 
Sino-British Joint Declaration and the Basic Law. Seven 
prominent members of the Hong Kong community raise critical 
issues for Hong Kong’s future that will come under increasing 
public debate as the countdown to 1997 continues. 





The foreword is by David Bonavia, former Peking correspondent 
for the Far Eastern Economic Review and now a columnist for the 
South China Morning Post. Mr. Bonavia is author of several 
books, including Hong Kong 1997: The Final Settlement. 
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scientists and engineers in nine countries continually devel 
vets you can rely on now and well into the next century 
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j After 
iplen years 
of partnership, 
Case and Poclain 
one. f ` 


For the world’s best-selling supplier of backhoes and 
Europe's number one manufacturer of excavators, the 
last decade has been one of fruitful and successful 
partnership. “calf 

Now that relationship has been permanently 
cemented — because now Poclain has become a 
fully rien jes part of the worldwide Case operation. 

In the future this leading range of excavators will be marketed under the Case 
Poclain name, and will appear in the familiar Case brown and beige livery. 

And behind the Case Poclain range stands an even more determined com- 
mitment to providing the best equipment at the best price. Now all our excava- 
tors will be made in Europe to the exacting standards of our TOTAL QUALITY 
programme, and through the Case distribution network our European factories 
will supply the world. The Case backhoes are already world 
leaders, the Case Poclain excavators will follow. Case— 
your key to quality wherever you're building. JI Case 
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700 State Street Racine, WI 53404 U.S.A. 
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€ THE recent flurry of announcements 
and rumours about Hongkong com- 
panies buying North American hotels 
raises an intriguing question: whither 
the Mandarin Oriental Group and its 
supposedly acquisitive managing direc- 
tor Peter Tyrie? | 
Just six months ago, Tyrie was talk- 
ing about a five-year plan to open 15 
hotels in as many “gateway” cities. But 
after failing in bids in Sydney, New 
York and London and selling its star- 
crossed. Vancouver hostelry, Tyrie 
looks to have lost the confidence of the 
-powers-that-be at Jardine’s, which 
holds a good chunk of Mandarin stock. 
. Another acquisition specialist, Robert 
-Riley (like Jardine taipan Brian Powers, 
an American) now 
shares the MD berth. 
More importantly, it 
looks as though stodgy 
old rival Hongkong & 





Shanghai Hotels 
(HKSH) has got the 
jump start on the 


"gateway" luxury mar- 
ket. 

The Kadoorie-con- 
trolled HKSH group's 
US$127 million pur- 
chase of New York’s 
old Gotham hotel is a 
potentially good move 
indeed. Situated on a 
choice Fifth Avenue 
corner and recently re- 
novated and renamed 
the Hotel Maxim, the- 
soon-to-open New 
York Peninsula could 
be just the property 
needed to impress 
jaded Manhattanites 
used to hotelers like 
Donald Trump and Leona Helms- 
ley. 

Business, though, could be quite a 
bit slower than the 70% from-the- 
start occupancy rates predicted by 
HKSH managing director Hanmer 
Webb-Peploe. With Trump’s Plaza 
hotel (for which the Mandarin Oriental 
unsuccessfully bid) being prettied 
up and other posh new hotels opening 
up in Midtown, the Peninsula name may 
not count for as much as its owners 
think. 

Nonetheless, several Hongkong- 
based analysts insist to Shroff that 
HKSH stands to make a profit of be- 
tween HK$100-120 milion (US$ 12.8- 
15.4 million) in the first year. Those 
analysts though, may not know the best- 
selling Trump, except via cartoonist 
Doonesbury, and the fire-breathing 
Helmsley who, should she beat a loom- 
ing tax evasion rap, will likely copy at 
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Kadoories come up trumps 


Tyrie: supposedly acquisitive. 


far less cost whatever advantage the 
able Peninsula managers bring to the 
Big Apple. 

@ iF the New York hotel does turn 
sour for the Kadoories, they might do a 
bit better in Thailand. Market sources 
say that HKSH is on the verge of buying 
a minority partnership in a site on the 
Chao Phraya river close to the Oriental 
and Shangri-La hotels. This HK$2.5-3 
billion project should be a money spin- 
ner; it will include a commercial com- 
plex designed to take advantage of the 
swelling number of Thais eager to 
spend, spend, and spend some more. 
Also in the works, say the room clerks 
consulted by Shroff, is a HKSH bid for 
the choice St George's duse site at 
SOUTHCHINAMORNINGPOST T ondon’s yde Park 
Corner. 

Perhaps it was the 
hard-fought encounter 
with Joseph Lau that 
has spurred HKSH 
into understanding 
what the Mandarin 
group obviously does 
not: that nowadays the 
hotel business is much 
more than providing 
“spectacular service.” 
It is also up against 
the blood-thirstiest of 
negotiators, the prop- 
erty developer. 

@ SPEAKING of ag- 
gressive developers, 
Gordon Wu's Hope- 
well Holdings has cer- 
tainly been wallowing 
happily in the spot- 
light. With a 68% in- 
crease in after tax, at- 
tributable income for 
the past year, a usable 
HK$250 million chunk of cash stem- 
ming from its early completion of the 
Shajiao "B" power station just north of 
Hongkong, and a still modest gearing 
ratio on the numerous development 
projects it has under way, it looks like 
Wu's visionary vehicle for transforming 
Southern China has finally come into its 
own. Some brokers claim it is the China 
stock everyone has been waiting for. 
Not so fast. 

While Hopewell did turn in an im- 
pressive HK$459 million profit on turn- 
over of HK$1.3 billion for the year 
ended 30 June, the crystal ball seems to 
get cloudy rather quickly. 

For instance, the statement accom- 
panying the results makes the point that 
neither the profit from the sale of a 
prime apartment block nor the cream- 
ings from Shajiao’s early completion 
will be booked until next year. To make 
shareholders feel even more sure of the 
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upside, Hopewell claims that gro 


property revenues should impri 
dramatically as 46% of existing renta 


at Wu's flagship office block, the circi 
lar Hopewell Centre, are due to expire 
this year. E. 

The prospect of this relatively sma 
change tinkling into Hopewell's co 
can provide only the faintest of com! 
to shareholders. What they ought to b 
focusing on is what Wu himself likes. t 
focus on: the ambitious Guangz 
Shenzhen-Zhuhai superhighway. H 
well claims the project to build a de 
highway network in southern Guangc 
is "proceeding satisfactorily" despite re 
cent press reports that payment-relate 
delays were souring its ties with th 
Guangdong Provincial Highway Cons | 
struction Co. = 

e HOWEVER, Shroff understands: 
that costs are mounting at an unfortue | 
nate pace. While the project price-tag is = 
habitually referred to as HK$8 billion, 1. 
most Hopewell watchers put it at closer. | 
to HK$12 billion. With interest rates yet 
to peak, inflation escalating and prope i^ 
erty values on the homefront looking. |. 
a bit overdone. the objective cir- | 
cumstances facing Wu and Co. are any- 
thing but propitious. And next vear, 
extraordinary gains from Hopewell's |- 
non-China business will likely be imite < 
ed to the sale of a chunk of the Tai- 4 
pa City project in Macau. Earnings 
potential suddenly becomes quite 
dim. 

Further clouding the horizon is the. 
fact that Hopewell and its merchant. 
bank advisers, Wardleys, must soon = 
start on raising substantial capital =<. 
say HK$10 billion over the next few 
years — for the superhighway project. 
Initial fund-raising ideas mooted 
around town, say Shroffs merchant 
banking friends, have been more notas 
ble for the traditional Wu boldness than: 
for their feasibility. u 

The Wu version of the summer shuf- 
fle would be to spin off Hopewell's stake 
in the superhighway into a separate 
company and float about 25% of thu 
shares at HK$1 billion. This presumably 
would help Hopewell to meet continued 
financing costs on the project without 
having to commit immediately to huge 
and potentially costly bank loans. At 
the same time, it would also allow the 
Wu family to double the size of its 
empire. Hopewell Holdings market 
capitalisation at the end of last vear was 
about HK$3.25 billion. But with under- 
writers being forced to eat the lion's 
share of the one recent rights issue — 
Henderson/Wing Tai — and the market 
doldrums continuing, the creation. of 
"Hopewell China" might just be one 
more of Wu's dreams. 









































y . ayanta Sarkar in Calcutta 


ndia’s rich reserves of natural gas, in- 
tead of being a cause for celebration, 
have become a source of embarrass- 
ment to provincial and national govern- 
ments. 
-— The northeastern states of Tripura, 
Assam and Arunachal Pradesh, where 
huge gasfields were recently discov- 
ered, are at a loss over what to do with 
the abundant Supplies. The result is that 
more than 4096 of the current restricted 
‘output ts being flared off. 
." Until a few years ago, the northeast 
was known mainly as an oil- -produc- 
ing region. It boasts one of the world's 
arliest oilfields at Digboi in Assam. 
ut since the beginning of the 1980s, 
the region has been enjoying à gas 
penanza. 
-= Geologists discovered that an area 
nown as the Assam-Arakan fold belt 
has enormous oil and gas potential. Re- 
serves have been conservatively esti- 
mated at 2 billion tonnes of oil and oil 
.| equivalent of gas. A section known as 
| the Cachar belt in Tripura, is alone 
| thought to contain reserves of 460 mil- 
| on tonnes. 
| ^ India's northeast, which is made up 
|. Ofseven states, is one of the most back- 
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‘By Paul Handley in Bangkok 

signalling a get-tough policy, the 
Securities Exchange of Thailand 
T) has delisted a textiles firm for not 
aving enough shareholders and for in- 
ctive trading. Indo-Thai Synthetics 
ITS), a member of Indian giant Birla's 
hailand stable of companies, was 
fficially booted out of the Bangkok 
iourse on 26 August after the company 
illed to heed warnings to improve its 
market standing. 

The delisting will not affect investors 
in the supply-starved SET to any de- 
gree: despite a market capitalisation of 
Baht 843 million (US$33.06 million), 

ITS had traded only a few hundred 
hares a month in recent years. The ITS 
expulsion serves as a strong warning to 
Others to meet listing requirements, and 
‘generate greater share availability and 
trading activity. 

According to SET officials, five or 


in embarrassment of riches 


ias finds in India's northeast pose development problems 


ward regions of the country. It is à 
major producer of tea and jute but 
the mountainous terrain, together 
with the area's isolation and 
ethnic tensions, have stunted in- | 
dustrial growth. 

At the moment, there are just 
10 gas-based projects in the entire |. 
region, consuming 10.44 million p| 
m3 of gas a day. Six in Assam |. 
use 9.32 million m? a day, three p>. 
in Tripura account for another |. 
0.9 million m? and one in 
Nagaland takes only 0.22 mil- 
lion m?. 

The extent of gas flaring would 
have been much higher had output 
not been pegged at reduced levels. Tri- 
pura alone could have been supplied 
with 3-7 million m? a day with little extra 
effort. 


Efforts are now being made to boost | 


gas consumption. Tripura has hastily 
pieced together a plan to set up new user 
industries. A 200-tonne-a-day methanol 


plant is under construction at an esti- | 


mated cost of Rs 1.18 billion (US$83.1 
million). 

A 75 mW gas-based power plant is 
planned and some of the smaller exist- 


| Delisting the listless 


Thai bourse wants widely-held, active members 


six other companies face delisting on 
similar grounds, though all have until 
next year to comply with SET rules. 
One of those could be Birla’s other 
Thai-listed firm, Thai Rayon, though 
SET officials would not comment on 
this. 

SET rules say that firms on its first | 
tier must have more than 300 small 
shareholders, by definition those with 
less than 0.5% of total issued shares 
each. Small shareholders must collec- | 
tively own at least 30% of a firm’s total 
equity. According to the SET, ITS ear- 
lier this year had only 181 small 
shareholders, fewer than in previous 
years. 

Companies that meet the 300 small 
shareholder requirement, but which are 
still not active on the trading board, also 
face delisting if they do not comply with 
SET directives to shape up. 
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GAS SUPPLIES CUT OFF 
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REVIEWMAP by Andy Tang 
ing power aiani will be expanded. 
There is also talk of building a 500-mW 
thermal power station. 

Gas pressure problems, one reason 
for the low level of consumption, are 
also being tackled. Suppliers hope to ac- 
quire additional compressors to boost 
the inadequate facilities now in use at 
the fields. 

And it is hoped that the August ac- 
cord between the tribal-led Tripura Na- 
tional Volunteers and the Indian Gov- 
ernment, which promises to end the 
decade- id insurgency in the state, will 





ITS, a producer and distributor 
of synthetic and blended yarns, had 
been listed since 1976, and for at 
least eight years has been prodded 
by SET officials to expand its share- 
holder base. Profits have been good, a - 
company source argued, and no one has 
been willing to part with shares at what 
he called "low market prices." The 
share price has soared this year on a 
handful of trades, from Baht 776 last 
September to Baht 4,013 just before de- 
listing. 


T: price rise was due partly to a leap 
in earnings to Baht 386 per share last 
year, up from Baht 46 a year earlier. But 
volumes this year have usually been a 
single trade of a few tens of shares each 
month. Some analysts feel such sporadic 
activity was really only a price-setting 
exercise for company accounting pur- 
poses. 

ITS’s illiquid share availability be- 
came a problem last December. A 
broker had mistakenly sold, instead of 
bought, 500 ITS, and then could not 
find replacement shares at any price to 
make good the error. 

SET officials said they felt ITS had 
not shown sincere intent in widening its 





cp OrPHTCS ADD DI ano us CA DC AUC PIC ISTUA INCEST 











" help create a more favourable business 
climate there. It is likely to encourage 
-New Delhi to be more generous in its as- 
- sistance. 

=>> Despite the improvements, there re- 
mains little hope of radical change in the 
region's fortunes in the near future. As 
a result, New Delhi is considering a 
number of options on how best to use 
the fuel. 

One idea is to pipe the surplus gas to 
the eastern states of West Bengal, and 
Bihar where power is in short supply. 
Clearly, the shortest route for such a 
pu would be through Bangladesh, 
but Dhaka has not been responsive to 
the proposal. The alternative route 
. through the narrow neck of Indian terri- 
tory to the north of Bangladesh would 

be more expensive. 
. ^ Another possibility would be to 
.agree a swap arrangement with 
" Bangladesh under which it would take 
some of the northeast Indian gas in ex- 
change for supplying some of its own re- 
serves to West Bengal and Bihar. But 
Dhaka has again been rather cool to- 
wards the plan. 

A third option would be to use the 
gas in the northeast to produce electric- 
ity, fertilisers and other products which 
would then be transported to other 
parts of India. This approach has strong 
local support. Both the Tripura and 
Assam governments, in keeping with an 
emerging trend in Indian federalism, 
want their natural resources to be used 
for the benefit of their local eco- 
nomies. 





share base. Other companies, for in- 
stance Carpets International and Thai- 
German Ceramics, have recently in- 
creased their numbers of shareholders 
to stave off SET pressure. 

An ITS official, who refused to 
be identified, said the company regret- 
ted the delisting, due to the prestige 
offered by being on the SET. However, 
he added, the action would not hurt 
the company, despite the loss of a 
tax advantage; SET-listed firms pay 
a 30% corporate tax rate, five per- 
centage points less than other business- 
es. 
Birla’s other listed firm, Thai Ra- 
yon, is another possible SET target. 
The company has more than 300 
shareholders, but trading is extreme- 
ly thin: no shares changed hands in 
June. 

Other listed companies which, it 
is suggested, face SET scrutiny in- 
clude Thai Textile Industry, Union 
Bank of Bangkok, Krungthep Ware- 
house, Crown Seal, and Samaggi In- 
surance. Several of the companies 
of the Saha Pathanapibul group, includ- 


ing Far East Advertising and Saha 


Pathana Interholding, have also been 
under scrutiny. 
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Flexible response 


Singapore attempts to appease its discontented workforce 


By Ellen Salem 


S ingapore's next labour minister will 
# preside over a tug-of-war between 
the workforce on one side and govern- 
ment and management on the other. 
Both the size of wage increases and the 
salary structure will be at issue. 

The new labour minister will be ap- 
pointed after parliament reconvenes in 
the wake of the 3 September general 
election. He will have to placate Singa- 
pore’s discontented, though generally 
non-militant, workers who want a share 
in the benefits of the current economic 
boom after enduring a two-year wage 
freeze that was imposed in 1985 to help 
cope with a recession. 

But the government is worried that 
substantial wage increases could result 
in Singapore once again pricing itself 
out of the market as it did in 1979-85 
when it adopted a high-wage policy as a 
way of forcing higher value-added oper- 
ations on the country. 

Management shares this concern, 
but is also worried about shrinking pro- 
fit margins due to higher operating 
costs. Compounding the problem for 
both the government and management 
is a very tight labour market, rampant 
job-hopping and a decline in productiv- 
ity (REVIEW, 25 Aug.). 

To reconcile labour aspirations and 
management cost considerations, the 
government has instituted a "flexi- 
wage" policy. Under this scheme, the 
basic wage remains relatively stable, 
and adjustments are made for good or 
bad years by increasing or reducing the 
annual bonus. To date, of the 946 com- 
panies monitored by the Labour Minis- 


| try, 356 or 38% have introduced the 
_ flexi-wage system. Six months ago, only 


1976 of the 891 companies then moni- 
tored had adopted the scheme. 

The Employment (Amendment) 
Act 1988 which came into effect on 26 
August provides the legal basis for the 


introduction of the flexi-wage system. | 


Under the amendment, the govern- 
ment will leave unions and employers to 
negotiate the limit on the annual bonus 


which has been frozen at the equivalent | 


of one month's salary since 1972. They 
will be able to retain, scrap or modify 
the bonus. 

Ideally, the government would like 
to see the total wage rise kept to 6- 1096 
this year. This would include the 2% in- 
crease in employers' contribution to the 
Central Provident Fund (CPF), a rise in 
basic salary of 2% and a year-end bonus 
of 2-676. 

Most workers find these guidelines 
too rigid. Supported by the National 
Trade Union Council, they argue 


——À9 





; implemented. Over three years from 1 


| ployees' contribution of 24% 







































that, in addition to à wage freeze, 
they had to accept painful cost-cutting: 
measures in 1985, like the 15-point cu 
in employers’ CPF contributions. : 

The union says it is unreasonable.to. 
expect workers to accept a rise in b 
salary of just 2%. But the governni 
and the Singapore National Emplo 
Federation (SNEF) are giving | 
ground. Ata recent press conference 
the economy's better-than-exp 
performance in the first half of the y 
Trade and Industry Minister Lee Hsk 
Loong said wage settlements should b 
in the form of a higher bonus and a share 
in profits. | 

Although increases in basic monthly 
wages should be left to employers and. 
and unions to negotiate, Lee added: "If. 
2% is not sustainable, 3% maybe 495, 
no more. But if you can keep it at 2% 
and put more in the bonus, why not?" 








NEF agrees. It is in the process of 
preparing a new set of guidelines - 
which will stress temporary wage rises _ 
that are not built into basic pay. Buto 
many employers feel that workers, pár- 
ticularly in the booming electronics secs 
tor, will have the upper hand in negotia-. | 
tions because of the tight labour market 
Whatever the outcome of the. | 
wrangling over basic pay, many busie | 
nessmen believe that overall pay rises. | 
this year will reach double figures. This. | 
will result in much higher labour costs — 
than last year because CPF is levied on” 
most forms of remuneration, including. 
bonuses and sales commissions. As of. 
July, the CPF contribution rates were: 
revised. The employers’ contributi 
rate rose by two points to 12% whilet 
employees rate fell by one point to 249 
The revision is in line with govern. 
ment efforts to raise gradually the eme 
ployers’ CPF rate to 20% and reduce. 
the worker’ rate to the same level. Ti 
1986, the employers’ CPF rate wa 
slashed from 25% to 10% while the em 
Was uf 





changed. 
Other changes in CPF are due to be 


July, total rates will be reduced to 25% 
for those aged 55-59: 15% for those 
aged 60-64, and 10% for those over 68, 
The new rates will be split equally be 
tween employer and employee. | 

These new rates are aimed at eme 
couraging employers to raise the retires 
ment age to 60 thereby enlarging Singa- 
pore’s limited labour pool. There are 
now 44,000 workers over the age of S3in | 
DEO: representing just 3.6% of - 


the labour force, 3 
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YED: JAPAN FINANCIAL REPORT = i ha. i ; 

T iu Published Fortnightly ... 

The Most Authoritative Newsletter Of Its Kind ... 

We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 


Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


SRS 
TOR 


Hanson Uniquely Qualified... 

Hanson a long time resident of Japan is eminently qualified: His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
| frequent appearance of his articles in the Far Eastern Economic Review, 
e Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
apanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 

Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
Japan's financial, economic and industrial well 
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fco Publications Division 
an match the scope and depth of information GPO BOX 160, Hong Kong 


u'll get in every issue of the JAPAN FINAN- 
IAL REPORT. Do it now while you are think- 
ng about it. To subscribe simply complete the 
special trial subscription order form and return 
w +h the indicated amount. 


UC] Please enter my subscription to the JAPAN FINAN- 
CIAL REPORT for the indicated term. 
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SOM © 6 months  US$272 G 1year US$495 
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| currency) 
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Singing in the rain 


W ith the onset of normal monsoons 

for the first time in five years and 
general elections just around the corner, 
the Indian Government has been releas- 
ing screeds of self-congratulatory statis- 
tics. The latest come from Minister of 
State for Finance Ajit Kumar Panja. 
Late last month, he predicted in parlia- 
ment that GDP for the fiscal year end- 
ing in March 1989 would grow at 1096, 
more than four times the rate notched 
up during drought-stricken 1987-88. 

Farming is expected to lead the re- 
bound. Foodgrain output should touch 
167 million tonnes this year, a gain of 
nearly 2276. Aside from its direct con- 
tribution to GDP, resurgent agriculture 
means healthier consumer demand, 
which in turn helps maintain industrial 
growth at or above the 8% benchmark 
established last vear. 

Exports, too, were picking up, Panja 
said, with the first two months 
of 1988-89 showing a 19% in- 
crease to Rs 36 billion (US$2.54 
billion). Even so, the balance- 
of-payments position remained 
"difficult but manageable," the 
minister. said. Foreign-ex- 
change reserves nosed up 3% to 
Rs 56.6 billion in August after a 
29% plunge over the previous 
quarter. - 

The drop in reserves was due 
to: repayments on India's SDR 
4.5 billion worth International 

Monetary Fund (IMF) credit 
and other foreign borrowings; 
deferred armaments payments 
falling due, and anxieties about 
rupee depreciation, prompting 
importers to pre-pay their bills 
and exporters to postpone re- 
ceipts. 

None of these is a one-off oc- 
currence. More than half the 




























:| HK Aircraft H30 June | HK$116.3m 

| EngineeringCo. (US$14.9m) (14 HKc) 

|BondCorp.  |Y30June | A$354.7m +201 14 Ae 
Holdings (US$289.6m) (10 Ae) 
Cathay H 30 June | HK$1.02b HK$6.9b +30.9 9HKc 
Pacific (US$130.8m) (US$884.6m) 

| San Miguel P101b P10.2b 

t Cor (USS48.1m) : 

; P235.3m P2.03b na 

(US$11.2m) (USS96.7m) 








PAG COPIA KO OEP AL 008 CPTVECA ATUS ann 


| : % change 
-37.3 | HK$583.1m 
(US$74.8m) 


IMF credit remains to be repaid, 
“creeping devaluation” of the rupee has 
gathered momentum and the govern- 
ment is in no mood to do without 
ordnance or capital-goods imports. 

So India needs to bring in foreign ex- 
change faster than it can increase its ex- 
ports, but without worsening its debt- 
service ratio. One way is to spruce up its 
liability management and bring down 
the overall cost of its commercial bor- 
rowings (REVIEW, 11 Aug.). Then, too, 
it can speed up utilisation of the US$13 
billion of foreign aid in the pipe- 
line. 

Or it can attract direct equity invest- 
ment from multinational companies. 
Such a course is far more contro- 
versial in professedly socialist and 
self-reliant India. Finance Ministry 
officials euphemistically described this 
gambit as "tapping foreign savings to 


INDIAN SUMMER 
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| Source: Ministry of Finance, Reserve Bank of India. 














"o Change 
on period 


Dividend 
(prev.) 
A$4.4b 
(USS3.6b) 











(US$95.9m) 





438 
429 
+67 


| S$194.8m nil 
(nil) 
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18HKe | Aircraft overhaul subsidiary of Hongkong s Swire group set: 
to operate at full capacity in second half. 
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tralian investment analysts, 
Hongkong-based airtine's showed strong results from high. 


| Delhi with unpalatable choices. Domes 
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strengthen the current account balance. 

What that means, in practice, is that 
Indian companies seeking government 
approval for foreign technical tie-ups. 
are now sent back to drum up equi 
participation from their would-be col 
laborators. And multinationals mat 
now register Indian affiliates on their: 
own. m 
The hard-currency resource gap i 
not the only one likely to confront New 








tically, too, arevenue crunch looms. D 
rect tax collections for the first qua 
of the fiscal year barely touched Rs 
lion, nearly 3076 below target. | 
Part of it can be blamed on ^teetl 
ing" problems as new tax codes take e 
fect. But part must also be ascribed to ¢ 
host of concessions granted in the "soft 
1988-89 budget. | 
If revenue shortfalls persist, the: 
budget deficit could far outstrip the Res 
74.8 billion projected (already an alko 

time high). Panja's upbeat statistics. 
came in the context of a governs 
ment demand for Rs 6.7 billion. - 
of supplementary grants. Infla- 

tion, after a lull, has again 
picked up. d 
To rein in prices, New Delt | 
will have either to rescind some 
concessions or raise fresh | 
levies. Subsidies on such items: | 
as fertiliser and edible oil might | 
also be reduced now that resur- | 
gent rural incomes can absorb. | 
the cost. The tax net could be | 
widened and enforcement step- -. 
ped up with renewed raids on 
wealthy evaders. m 
These options would prove 
politically costly in an election: 
year. But the government finds: 
itself forced to face up to fisca 
reality nowadays as it drafts it: 
next five-year plan, due for re 
lease early next vear. 
~ Lincoin Kaye 
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INTEREST RATES € 


1-year 
treasury 
bilis/bonds* 


Interbank 
6$ monthst 


interbank | 
3monthst 


Prime 
lending 


interbank 
1 month* 


Year agot 29 Aug. 
1.403 
0.613 
1.319 
6.055 
7.807 

12.95 
1,642.00 
142.30 
2.514 
1.647 
17.5325 
20.45 
2.1045 
807.60 
28.93 
1.495 
30.10 
25.72 
1.814 


Australia 43.01563 1335 — 
11.9375 12.1875 12.1875 ` 
8.25 8.8125 9.1875 

19.50 | na. n.a. 


4.625 4.9375 5.00 


13.46875 
Britain 
Hongkong 


1,699.00 
133.65 
2.6575 
1.598 
17.83 
21.08 
2.0345 
721.90 
32.884 | 
1.5715 
28.77 
25.52 
1.8625 


1 673. 00 
124.47 
2.588 
1.439 
17.744 
21.05 
2.019 
732.90 
30.95 
1.438 
28.62 
25.16 
1.722 


indonesia 
133.85 
2.66 
1.564 
17.83 
21.07 
2.039 
722.50 
32,584 
1.609 
28.62 
25.56 
1.913 


1,697.00 
| Japan 
3.25 
14.60 
13.00 
5.00 


3.60 
14.15 


6.75 
16.75 
9.25 
5.13 
11.50 
5.75 
11.50 
10.00 


Malaysia 3.45 
14.25 
13,56 


5.1875 


dollar 
won 
rupee 
franc 

NT dollar 
baht 
mark 


New Zealand 
Philippines 
Singapore 
South Korea -— E 
3.75 4.75 
11.00 11.25 


8.375 8.75 


| 
| 
| 
| 
"3.375 
| 
| 
| 


Taiwan 


Communist Thaitand 


countries uu 

China jj US 

US$ = Rmb 3.722 i 

HK$ = Rmb 0.476 
Soviet Union 

US$ = Rouble 0.6418 
Laos 

US$ = New Kip 350.00 
Vietnam 

USS = Dong 368.00 


Sanknote | Official 


32.00 
2.032 
6.60 
8.05 

24.00 pum 

12.1875 
4.875 
3.6875 
5.25 


12.25 


8.9375 
12.1878 
4.9375 
4.00 
5.50 
12.4375 


9.1875 
12.1875 
4.9375 
4.0625 
5.625 
13.375 


US$ 
£ Sterling 


S$1= Msi 31. {i= -HK$13. 1851, 
months forward: Japan Y 134.226, 
longkong HK$7.8025, Singapore $$2.0211, 
TMiddle rate ‘Selling rate 


Yen 
Swiss Fr. 


Dm 


ource: Teterate for spot and forward rates from Asian money markets, Republic Na- f: AS 
' tional Bank of New York for banknote selling rates on the Hongkong market s - 
and Deak International Ltd for official rates. tofferedrate Source: Telerate, Vickers da Costa & Co. 


*long term **short term 


Last sale to 29 Aug. 
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week 


Me US$: 


452.35 Dornestic 


London 432.25 


3-5 yearst 
7-10 yearst 
3-5 yearst 
7-10 yearst 


New York 


97.65 90.60 


international 


Copper 
Current delivery (Sept.) 
“Dec. delivery 
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sU Current delivery (Aug.) 


{2} 
(4) 


KualaLumpur (9) 
KualaLumpur (5) 


New York (4) 
tent delivery (Oct.) 
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Singapore {10} 
Chicago {6} 
ament. delivery (Sept.) | 
- delivery 
Chicago {7} 
Cur ent delivery (Sept.) | 


a 


London (0) 
"Current delivery (Sept.) 
Nov. delivery 
Pi Tokyo (11) 


| London (11) 


1,600.00 
19.70 


52.25 
50.19 


338.50 
340.50 
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995.00 


10.19 
9.37 


387.50 


390.00 
404.00 


277.20 
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305.00 


831.40 
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1,009.00 
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14.50 
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342.00 


973.00 


10.23 


535.00 
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287.60 


305.00 


871.00 


888.50 


1,039.00 


14.60 
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1,715.00 


17.80 
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382.00 


984.00 


9.19 


732.50 


336.60 


212.60 


300.00 


754.00 


908.00 


1,041.00 


16.50 
16.20 


1,046.50 


16.93 


78,05 


267.00 


719.00 


5.63 


1,050.00 


276.60 


160.60 


230.00 


510.40 


1,256.00 


1,297.00 


18.10 
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international 
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International 
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Domestic 
International 


SFr: 
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10 years + | 
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7-10 yearst 
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7-10 yearst 


3 years t 

10 years t 
3-5 yearst 
7-10 yearst 
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10 years * 
3-5 years! 
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3 years t 

10 years t 
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3-5 years t 
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14.27 
13.25 
17.148 
13.48 


4.02 . 
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(6) USc a 60 Ib bushet 


"Q)M$akg (3)USSanoz 
Me ees: (11)USSabarrel Source: Telerate, Reuter. 
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EFFECTIVE EXCHANGE RATES 


ropean countries. Figures are for the week ended 27 August. 
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ECONOMIC INDICATORS — SELECTED ASI IAN COUNTRI IES | 




















































































AUSTRALIA CHINA HONGKONG INDIA INDONESIA H 
Economic Growth % (real) (1) | 
(1987. 4.6 9.4 13.5 | 4.40 | 3.8 | 42 
1986 1-3 7-7.5 5-7 | 1.50 3-4 | 3.5.4.5 
international Reserves (5) | i | 
Latest | ke 2.09b i ode n.a. DU i give b | USSBG. dh 
ay) . pr. | ar.) (May) 
] Year eartier US$8.33b US$12.49b n.a. USS6.50b | US$4.01b | USS58 790 
‘|. Trade Balance (total merchandise) | 
Latest3months : | +US$0.26b ^US$1.24b ~ US$0.49b ~USS0.85b + USES. 245 | CUSSTI Fab) 
. l (Apr.-June) (Oct.-Dec.) (May-July) (Jan.-Mar.) (Mar.-May! | (Apr, dire 
Previous 3 months * US$0.33h —US$0.71b -—US$0.89b -U5$1.57b 4US$2.62b i +H 77D 
Year earlier +US$0.17b ~US$3.0b *US$0. 10b -US$1.51b -US$1.76b i CUSS20 886 
Exports (7). | | ; 
Latest 3 months US$8.61b US$13.41b US$15.81b US$3.39b | US$4.64b | — USS64.93b(6 
96 change previous 3 months -4.3 +85.8 +24.7 +47.8 i 23 AE d 
% change year earlier. +11.3 +40.4 +26.7 +28.7 | +182 #442 
imports (8) j 
| tatest3 months: US$8.35b US$14.65b US$16.30b US$4,34b | US$1.40b | USSAT ztb(B) 
% change previous: 53 months -0.3 * 38.4 +20.2 1 -2.5 | — 35.2 | £64 
echange year earlier - * 10.3 *16.7 *£31.6 *4.B ~ 35.4 +38.1 
Consumer Prices 
Base- July 80-June 81:100 | Sept.-Dec. 1986100 [Oct. 84-Sept. 85 100(2) 1860-- 100 Apr, 77-Mar, 78-100 1985-100 
: Latest 3months index average (apr i l a A ; | al 17.0 Vire "s 0.47 401.3 
-dune t- i (Ma "ig } (Apr -June i IMay- Juty) ; Apr -Juna 
E change previous 3months | ~ OA a x 42.5 | 42.1 i g G.7 i 
% change year earlier eg +2.0 i he +444 +86 | 4S 
Money Supply (3) | | 
Latest A$1 rH [aant 0} Rmb 823. 31b HK$324.30b Rs 1.721(10) Rps 34.97% | Y 386.80r 
(May) (Mar.) (June) (July) (Feb.) | (May) 
% change previous month 40.6 + ` ett 1) —0.4 4313.8 +24 | TET 
% change year earlier ^—*124 3294 — +217 +17.5 | +254 +114 
cm MALAYSIA — | PHILIPPINES SINGAPORE | SOUTH KOREA TAIWAN | THAILAND 
Economic Growth % (rea) (1) | | | 
1987 4.2 5.05 12.0 | 11 | 8.6 
1988 . 6-8 5.5-6.5 10-11.5 | 6-8 7-9 
‘international Reserves (5) - | | 
. Latest. US$6.22b US$0.67b US$15.70b US$8.23b | US$74.26b | 
| (Apr.) (May) (Mar) (May) i (Apr) | 
Year earlier bot way US$6.97b US$1.47b US$13.25b US$3.36b | US$57 49b 
Trade Balance (total merchandise) : | | 
Latest 3 months *- US$0.78b(4) -USSO.30b —US$1.18b * US8$1.656/61 i tSS ZH 
d (Nov.-Jan.) (Apr.-June) (Apr.-Juna) tApr.-Junej tApr.-June) f 
Previous 3months +US$0.61b i —US$0.23b —US$1.05b *UuS$1.41b JUS$1.34b i 
Year earlier +US$0.45b -US$0.22b -US$0.81b +US$1.12b | ?US$485b 
Exports 7 ; | 
Latest 3 months US$4.08b(4) | US$1.71b US$9.52b US$14.36b(6) | US$15.50b | 
% change previous 3 months +2.8 411.0 +13.6 +42.9 | 412.0 i 
% change year earlier +37.4 +24.8 +32.8 *23.7 i *12.0 i 
imports (8) : | 
Latest 3 months US$3.30b(4) US$2.01b US$10.70b ussi? 7 thts} USS$12.28b 
% change previous 3 months -2.3 *13.6 +43. ttd -0.8 i 
* change year earlier +31.2 : +26.4 i2 2 | +380 | 
Consumer Prices | i | 
Base 1980:-100 1978 —100 1885 = 100 | 19886 -— 100 | a 
Latest 3 months index average 129.3 | 3 160.77 i 
(Dec.-Feb.) | (Apr.-Junej | 
% change previous 3 months *1.4 | +66 | 
% change year earlier +14.4 +48 | 
Money Supply (3) 
Latest M$55.04b NTS4.34t | 
(Nov.) (Apr.) | 
% change previous month -0.5 11,5 | 
% change year earlier 48.7 P $229 a S cease DA aa 
(1) Official and other estimates of GDP (GNP in Japan} (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only — (5) IMP definition of reserves minus. geld 





except for Singapore (6) Customs basis — (7) fob (B) cif — (9) Excluding petroleum products (10) M3 — (11) % change over past 3 months Source: Official statistics 
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OKYO: The Nikkei average fell by 

26. pushed down by rising interest 
tes in Europe. Trading was very 
uiet. The prominent counters were 
ainly domestic transport shares such 
Keio Teito Railway which rose ¥ 100 
'S US cents) to Y 1,220. Nippon Ex- 
ress dropped € 130 to Y 1,380. Total 
olume for the period was 462m 
ares, worth ¥ 561b. 


HONGKONG: Stock prices tumbled on 
ars of higher interest rates, despite 
rong. results. from major blue 

chips. The Hang Seng Index finished 

99,31 lower at 2,464.83. Trading in the 

holiday-shortened period was thin. 

Hongkong Bank fell 10 HK cents (1.2 

US cents) to HK$6.10. Hutchison lost 

80 HK cents to HK$7.95. Volume was 

1.2bshares, worth HK$2. 12b. 


* 


SINGAPORE: Higher interest rates by 
European banks and a reluctance 
among market players to commit 
themselves in the run-up to the general 
election pushed prices down. The fall 
was exacerbated by uncertain overseas 
markets. Sime Darby dropped 17 S 
cents (8 US cents) to $$2.95 and Haw 
Par fell 28 S cents to 833.16. Volume 
was 36.55m shares, worth $$62.17m. 


KUALA LUMPUR: Share prices re- 
treated for the third period running, 
despite improved results from a 
‘number of companies. Antah doubled 
pre-tax profits to — M$IO.2m 
(US$3.84m), but its shares slipped 3 M 
cents to M$1.67. The market failed to 
Teflect the steadv rise in physical tin 
rices. Daily volume dropped to 
0.84m shares, valued at M$33.62m. 


ANC KOK: Prices recovered slightly 
bears still dominated the market as 
est rates rose another 0.25 of a 
int. The SET index gained 6.09 to 
38.61. The three CP group counters 
Charoen Pokphand  Feedmill, 
angkok Produce and Bangkok Agro- 
ndustrial — led gainers, along with fi- 
ances. American Standard fell Baht 
24(US$4.86) to Baht 802. 





NILA: Prices fell after a spate of 
isconcerting rumours on the poli- 
cal front. Negative reports from oil 

drilling sites also depressed senti- 
ment. The Manila Composite Index 
fell 33.92 to 763.11. San Miguel-B 
ell 4.3% to P220 (US$10.48) while 
LDT lost 3.6% to P216. Average 
aily volume was 1.01b shares, worth 
71.72m. 
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AUSTRALIA: Shares fell back in line 
with overseas markets. Turnover was 
dismal, averaging just A$180m 
(US$146.94m) a day. The federal 


budget, released mid-period, had little | PHE 


effect on the market. Mining com- 
panies suffered heavy losses on interest 
rate fears. Bell Group tumbled 53 A 


cents to A$2.10as Alan Bond's bid was | qi 


judged a fait accompli. 


NEW ZEALAND: Prices drifted lower on 


as overseas markets weakened. A run 
on the United Building Society added 
to general nervousness. A fall in long- 
term interest rates and the NZ dollar 
failed to dispel the gloom. Fletcher 
Challenge fell 10 NZ cents (6 US cents) 
to NZ$4.90. Brierley lost 7 NZ cents to 
NZ$1.48. Volume was 46.87m, worth 
NZ$66.3m. 


SEOUL: The market lost 4.5% as all 
sectors declined. Political uncertainty 
coupled with heavy issues of monetary 
stabilisation bonds, which squeezed in- 
stitutional liquidity, hurt the market. 
Volume plunged to a daily average of 
7.1m shares worth Won  128.3b 


(US$178.19m). Dongsuh Securities | 4 
fell 9.2% , Koryo Fire & Marine Insur- | © gy 


ance dropped 10.2%. 


TAIPEI: Prices tumbled in record vol- [777777 
ume as investors reacted to rumours [77] Weighted index, 
that the government would take steps [1006 
to cool the overheated market. The | gg 


weighted index lost 571.14 to 7,589.75. 


Turnover was a record NT$42.3b w 
(US$1.47b). Cathay Construction de- |, 


clined 14% to NT$143.50 and First 
Commercial Bank fell from NT$1,050 
to NT$933, a drop of 11%. 


BOMBAY: Shares fell back as heavy f 
profit taking offset institutional buy- 
ing. A doubling of the carry-over limit 
to Rs 10m (US$704,226) per broker 
failed to cheer sentiment. Turnover de- 
clined 60% to Rs 314m. Reliance In- 
dustries recovered to Rs 194 after los- 
ing 8% on 23 Aug. Century Textiles 
bucked the trend, gaining Rs 10 to Rs 
932.50. 


NEW YORK: Stocks rebounded on 
bargain hunting, pushing the Dow 
Jones Industrial Average to 2,041.43, 
up 51.21. Blue-chip companies led the 
advance, but brokers said buying in- 
terest was light with many investors re- 
maining on the sidelines. Volume was 
563.5m shares. The Morgan Stanley 
Capital International Index closed 8 
points down at 435.3 0n 26 Aug. 
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BUSINESS WORLD CAN SET ITS WATCH BY. 





Åt Gulf Air, we adjusted our schedules and 
increased our frequency to fulfil the needs of the 


business world. 


Our take-off and arrival hours are designed to 
give the business traveller the advantage of making 
the most of his time — the most precious business com 


modity of all. 


And whether it’s your work or your sleep you 
want to catch up on along the way, we give you the 
space and tranquillity for you to do either in complete 


luxury. 
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Computers and Communications 


An era of growth. And integrated voice, data an 

NEC is helping open new image communications that helt 
horizons in business growth all people work more closely togett 
across Asia. In Asia and all around the worla 

With increasingly powerful net- Today NEC is a world leader i 
works of business and personal semiconductors, computers, an 
computers that allow offices to communications systems. And i 
operate more efficiently. of the foremost names in home 





elping Asia open new horizons. 


ctronics. help you handle information of any 

The expertise behind over kind more effectively, whenever 

,000 products is at work in our you need it. 

egrated C & C— computers and To find out more about the com- 

nmunications — technology. pany that's opening new horizons 

We offer a full range of systems — in business growth and produc- 

m computers and fiber optics to tivity throughout Asia, contact your NE i 
lular telephones— designed to local NEC representative. 





“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


“ . .we discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction." 


"At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy." 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 41 years later, the Far Eastern 
Economic Review is the world’s premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 








FarEasternEconomie 









JASON WRIGHT & COMPANY 
‘MINING CONSULTANTS 


Specializing in mergers. acquisi- 
lion and discount gold delivery 
contracts, U.S.A. Storage or 
World Wide Delivery. 


.. 8550 Wilshire Blvd. 
.. Suite 970 
Los Angeles, CA 90010, USA 
.^ (213) 487-3544 
o FAX # 487-5735 












































um Western Canada 

«s. Westem Canadian company (B.C.) cur- 
“yently manufacturing CA $2.5 million of 

sawmill custom fabrications but having 

xperience in the manufacture of every- 

“thing from. ATV's to auto parts. Seeking 

lMecence to manufacture or joint venture. 

` Contact: Mr. Newman, VERSATILE FAB 

UK MACHINE LTO., FAX: (604)562-9261, 

TEL: (604)564- -1922 





; PERSONAL 


5 THE 

. | DIPLOMAT HOTEL 
..] 2 CHESHAM STREET 
ad BELGRAVIA 

- | LONDON SW1X 8 DT 
Sl TEL: 01-235 1544 

L| | TELEX: 9226679 DIPLMT G. 
ue Single: £49.95 + VAT 

Ee Double/Twin: £64.95 + VAT 

^L All rooms with private facilities, col- 
_ | our television, direct dial telephone, 
| hairdryers, coffee and tea makers. 
_ | Substantial breakfast served in 
||| bedrooms. 


UK IMMIGRATION 
Specialist professional firm 
yovides complete service 
for clients requiring UK im- 
nigration. Free booklet on 
UK immigration rules and 
procedures available from: 


. GARRICK & CO 
Att: 





This space is reserved for 
Classified Advertisements 


International Classified Manager 

Far Eastem Economic Review 

15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong | 

Tet: 5-293123 Telex: 62497 REVAD HX 


BUSINESS OPPORTUNITIES 


Reservations should be addressed to: 





















HONOLULU, HAWAII 
Franchised retail/wholesale 
donut business with over 90 
excellent commercial accounts. 
| Buyer will receive comprehen- 
-sive training & continuing sup- 
port from the franchisor. Confi- 
dential Memorandum prepared 
by international accounting firm 
is available on request. 


FRANCHISE NETWORK 
INTERNATIONAL 
1314 S. King St., Suite 407 
Honolulu, HI 96814 U.S.A. 
Tel (808) 524-5065 
FAX (808) 524-5105 


ATTENTION IMPORTERS! 


COTTON TEXTILES AND COT- 
TON YARNS FOR YOUR RE- 
QUIREMENTS. 

CONTACT: ABDUL SATTAR 
AZiZ. POST BOX 5075 KARA- 
CHI 2 PAKISTAN TELEX: 24833 
ASACO PK. 





PUBLICATION 


WORLD TRADE 
CONTACTS DIRECTORY 


Published Sept 1, 1988 the 1988 Worid 
Trade Contacts Directory features over 


50,000 leading exporters world-wide in over 
250 product line categories. US$1 10 includ- 
ing delivery. World Information Network, 
462 S. Gilbert Rd. 4784FE, Mesa, Arizona 
85204, U.S.A. Phone (602) 835-1004. 





POSITION WANTED 










BRITISH CHARTERED 
ACCOUNTANT, age 4l, 
seeks mahagerial/financial/ 
administrative position in 
East or South East Asia. 
P O Box 30331, Yanbu Al- 
Sinaiyah, Saudi Arabia. 





AUTOMOBILE 








1986 PORSCHE CARRERA 


Black, sun roof, air cond, power seat. 
Ail Porsche options. 46,000 miles. 
Non-smoker, Cars beautiful. Com- 
piete service records. Will send photos 

upon request. Contact: George 
Woods, MALIBU STARS CARS, 22203 
Pacific Coast Hwy, Malibu, CA 90265, 
U.S.A. Phone: (213) 317-1203. 










If you have something 
to say... say it 
in the Classifieds! 








-inthe Review. 





PROPERTY 











HAMPTONS 
COMING TO LONDON? 


We are one of London’s leading and longest established 
Estate Agents and have the finest selection of 
furnished houses and apartments to let for long 
or short term periods in prime residential areas. 

6 Arlington Street, London SWIA 1RB 
01-493 8222 


Telex: 25341 Fax: 01-491 3541 


WEALDEN HOUSE - FREE RELOCATION SERVICE 


For people looking for properties in the U.K. We have a comprehensive 









portfolio of properties throughout the U.K. Full property management ser- 


vices also available. 


Birdbrook, Stonegate, Wadhurst, East Sussex, England, TNS 7EU 


EXCLUSIVE 
SOUTHAMPTION 
PROPERTIES 


@ WATERFRONT ESTATES 
€ INVESTMENT PROPERTIES 
€ DISTINCTIVE HOMES 
from US$300,000 — US$2,500,000 
For listings portfolio call or write 
MS CATHY CARBERRY 
WINDMILL LANE REAL ESTATE LTD. 
14 WINDMILL LANE 
SOUTHAMPTON, NLY. 11968, U.S.A, 
Off. Phone (516) 283-7610 
Home Phone (516) 728-5829 


8 Building Supply Yards for 
Sale, SW USA, with building 
component manufacturing 
facilities. $30,000,000 US 
Gross Revenue. Sale or joint 
venture. Mr. Shyne FAX 505 
434 6746 





MALIBU MOUNTAINS 

62-acre ranch with convenient access 
to Malibu beaches. Caretaker's cot- 
tage, guest house and three-bedroom 
master residence. 
OFFERED THROUGH CHUCK HAR- 
RIS, FRED SANDS ESTATES (818) 
787-1337, Fax (213) 454 4815 FOR 
$1,600,000 





Tel: 0435 883517, Fax: 0892 515789, Telex: 9312102325 TWG 








Readers are recommended 


SAN FRANCISCO, 
CALIFORNIA, USA 


56,000 SF OFFICE 
NEWLY COMPLETED 


Located in rapidly growing Santa 
Rosa, California in the heart of the 
Sonoma County wine country ap- 
proximately 60 miles north of San 
Francisco. Fully leased with multi- 
ple tenants; US$1.2 million gross 
annual rents. For Sale at US$11.0 
million. PRINCIPALS ONLY. 
Touchstone interests, inc. 1160 
North Dutton Avenue, Suite 150, 
Santa Rosa, California 95401. 








SHOPPING CENTER 
Strip Center small town NY State 20 
acres 100,000 sq. ft. Triple Net Leas- 
ed. 9196 American Stock Exchange 
tenant 22 yrs, $4,100,000. Cash re- 
turns 9%. Original owner. Details to 
identified principal furnishing financial 
qualifications. Reply Box 5010, LH.T., 
850 Third Ave, 10th fl, NY, NY 10022. 








ONTARIO / CANADA 


42 ACRES PRIME DEVELOPMENT 
LAND. 15 MINUTES TO. NIAGARA 
FALLS. 45 MINUTES TO TORONTO. 
MIDWAY BETWEEN LAKES ERIE AND 
ONTARIO. ADJACENT TO AGGRES- 
SIVE RESIDENTIAL DEVELOPMENT, . 

$895,000. CANADIAN. PRINCIPALS 
ONLY. REPLY L. W. NASH. P.O. BOX 
602 FONTHILL ONTARIO CANADA. 








to make appropriate enquiries and take appropriate advice before. 
sending any money, incurring any expense or entering into a bind- 
ing commitment in relation to an advertisement. The Far Eastern 
Economic Review shall not be liable to any person for loss or dam- 
age incurred or suffered as a result of his/her accepting or offering 
to accept an invitation contained in any advertisement ee 
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Cairns Parkroyal Hotel 
Shopping Village 








The Cairns international standard 

Parkroyal Hotel hotel operated under a 

and Shopping management agreement 
makROwL Village, opened with Southern Pacific 

in July 1988, Hotel Corporation which 
is being offered to the has the largest network of 
world marketplace by Hotels in Australia and 
international tender. Its the Pacific Region. 


new owner will secure 
one of, if not the,finest 











Hotels in Australia, The Shopping Village has 
strategically located in a tenancy mix and 
Cairns, the Northern architectural theme ius RUN 
Hemispheres gateway to which make it a major First in Australian Property 
Australia and the Great touri st attraction and Riverside Centre 125 Eagle Street, Brisbane 
Barrier Reef. shopping destination. Phone: 617 833-9833 Fax: 617 8324326 
- Mr Sam Buchanan Mr Brian Cox Mr Bal Tucker 

i : mi; 72 Abbott Street Cairns 
The Cairns Parkroyal is a Tenders Close October Phone: (070) 518-922 Fax: (070) 521580 Telex: AA4 
321 room 5 Star 28th, 1988. Mr Glenn Bechtel 





For Sale by International Ten 
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ulture is a by-word for ethnicity in 

Indonesia. It is the most acceptable 
way of defining the awesome diversity 
of this archipelago without treading on 
politically sensitive ground. Go to 
Aceh, where a proud and fiercely inde- 
pendent-minded people have tradition- 
ally resisted the imposition of outside 
rule, and the role of “Aceh specific” cul- 
ture takes on a near sacred quality. 

Perched at the northern tip of 
Sumatra, Aceh is a wild and remote pro- 
vince, home to a strictly Muslim people 
who are wary of any attempts to rob 
them of their distinctive culture and tra- 
dition. 

Aceh's place in history was earned 
by the stubbornness of its people in re- 
sisting central rule. The Dutch never 
really succeeded in bringing it under 
control and fought à protracted war 
against the local sultan that lasted 35 
years, ending in 1903. A large Dutch 
cemetery in the capital, Banda Aceh, is 
still maintained by the Dutch as a 
memorial to the bloodiest conflict they 
fought in the Indies. 

This tradition of independence dies 
hard, and Aceh was not complete- 
ly taken with the idea of an inde- 

endent Indonesia. When Jakarta 
incorporated Aceh into the province 
of North Sumatra in 1951, the Aceh- 
nese promptly declared an Islamic 
republic, Despite the charismatic 
leadership of the pious Acehnese 
nationalist Daud Beureuh, the move- 
ment became divided and then col- 
lapsed. All the same, Jakarta restored 
Aceh’s provincial status 
and in 1967 recognised it 
as a “special territory,” 
with its own laws regard- 
ing culture, religion and 
education. 

The huge turn-out at 
the funeral last year of 
Daud Beureuh revealed 
the lingering strength of 
regional sentiment. In 
view of this, it was 
interesting to see what 
lay behind plans to hold 
a cultural festival in 
Aceh at the end of Au- 
gust. 

Compared with else- 
where in Indonesia, it is 
not hard to gauge the 
depth of Acehnese senti- 
ment. “We are people 
who speak directly,” a 
local teacher told me 
over hot sweet coffee ina 
cafe. The point the 
Acehnese wanted to 
make at the cultural fair 
was that the rest of In- 
donesia was not suffi- 
ciently aware of Aceh 
and its "specific" cul- 














LETTER FROM BANDA ACEH 


Muslims at open-air prayer meeting in Banda Aceh. 


ture. “Every time you switch on the 
television, all you get is Javanese 
culture," he complained. In Jakarta, 
they complain about an excess of 
Balinese temple ceremonies — but no 
matter. 

The governor of Aceh agrees that 
the rest of Indonesia is not fully ap- 
praised of what his province has to 
offer. Prof. Ibrahim Hassan, a son of 
Aceh, closely supervised preparations 
for the Third Cultural Festival — the 
first was held in 1952, the other in 1972. 
"We would like people to see the pro- 
gress we have made," the governor said, 
confirming the view that the cultural 
festival was an exercise designed to mas- 
sage the collective regional ego. 

[t is an ego that has been sorely 
tested in recent years. With the onset of 
the oil boom in the late 1960s, Aceh, 
which has an abundance of oil and gas, 
attracted investment and became a 
major contributor to the national econ- 
omy. Today, Aceh accounts for 17% of 


national exports. 
B ut the flow of oil and gas out of the 
province has never been matched by 
the return flow of cash. While oil and gas 
have brought some benefits to the pro- 
vince's east coast — where the oil is — 
the remote south and west remain un- 
derdeveloped. So far, Jakarta has been 
reluctant to give Aceh a greater share of 
the oil and gas revenues earned in the 
province. "This has created a great deal 
of anger here," a Banda Aceh civil ser- 
vant insisted. 








DAVID JENKINS 
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Conditions for local farmers have 


| also deteriorated in the past five years. 


The production of cloves is the mainstay 
of the local agricultural economy. It is 
also a government monopoly and totally 
dependent on the national market for 
clove cigarettes. In the past two years 
the price of cloves has plummeted from 
Rps 7-9,000 (US$4-5.30) a kg, to about 
Rps 2,500 a kg. The government recently 
ruled out price support and the farmers, 
anxious to diversify, find themselves 
hampered by Aceh’s remoteness from 
markets and export outlets. 

The problem facing Aceh is familiar 
to many of Indonesia’s outlying pro- 
vinces: central control over regional 
budgets and deteriorating commodity 
prices. With Acehnese nationalism 
lurking just beneath the surface, the 
governor admits his main task is to per- 
suade the people of Aceh to “think less 
emotionally.” 

Given also the history of Muslim ac- 
tivism in Aceh, the governor has a deli- 
cate task on his hands. A shadowy Mus- 


| lim organisation known as PII (Pelajar 








Islam Indonesia) has had notable suc- 
cess in recruiting voung members. Be- 
cause the government refuses to recog- 
nise it, the PII has gone underground, 
fuelling a radical image. In fact, the 
main thrust of the PII is the promotion 
of social justice, in common with the 
younger elements of most legitimate 
Muslim organisations in Indonesia. 

Regional and religious sentiment 
notwithstanding, Aceh took everyone 
by surprise at the last election by giving 
the ruling Golkar party an unpre- 
cedented 52% majority. Golkar had 
never won in Aceh before. It may 
not win again, according to the local 
head of a national youth organisation, 
who complained that most of the party's 
manifold promises had not translated 
into genuine reform. 

This vear's regional Golkar congress 
— one in a series of local confabs in the 


| run-up to the party's national congress 


in October — showed Jakarta was tak- 


| ing no chances. The Golkar central of- 


fice sent a respected religious scholar to 
address the assembled delegates and 
sharpen up Golkar's religious creden- 
tials. Some local delegates were not im- 
pressed. "Decisions here are made 
from the bottom up through vil- 
lage councils," said one. "You can- 
not buy votes in Aceh.” 

— Michael Vatikiotis 
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DESIGNS ON TIME 
a s A e e ekan — that belongs to a former time, C C) R U ; M 


The Admiral epitomises this with the distinctive feature of four small dials showina the day, SUISSE 
date, month and cardinal points of the compass. The strong and virtually scratchproof 
tungsten-carbide links that make up the bracelet are fastened together with solid aold bolts. 


Ihe Admiral Quattro — quartz and water-resistant to 300 feet. Other versions also available. For information: Tokyo: JAPAN TIME-ART CORPORATION. Tokyo 
Kintetsu Bldg., 19 Kanda-Matsunaga-Cho, Chivoda-Ku, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD.. 50 Des Væux Road C. Tel. 5-236447 Singapore: 
SHUI HWA JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD.. G31 Kuala I umpur 
Plaza, Tel. 2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998 

Corum, 2300 La Chaux-de-Fonds, Switzerland 
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TAIWAN FOCUS: | 
Living with Prosperity 
JAPANESE STOCKS: 
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Innovation 





FUEL UP WITHOUT 
TOUCHING DOWN. 


Being far from home and low on fuel 
needn't put an end to your sortie 

Not when you can put a Lockheed 
Hercules KC-130H tanker on station. It 
can arrive with more than 4,000 gallons 
of fuel ready to feed anything from fight- 
ers to helicopters. No other tanker gives 
you such flexibility. 

Transfer 300 gallons per minute from 





an auxiliary tank in the C-130's cargo 
compartment, or 150 gallons per minute 
from its wing tanks. Then, if necessary, 
quickly remove the aircraft's refueling 
tank and pods and convert it to a con- 
ventional transport for other duties. 
Give your squadrons greater range 
and endurance. Keep them flying with 
Lockheed's KC-130H Hercules tanker. 


= Lockheed 
Aeronautical Systems Compan, 


Giving shape to imagination 
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&Je. don’t draw a line between 
business and hol iday. 


Not here. 

At Sari Facfic Ja£arfa, youll think 
youre on holiday even when on business. 
lI*^s nok that youll be out OF ^ne. 
Rather, it's the way the hotel with heart 
makes you fee/ right at Aome. 
Friendly attention and warm service 
throughout your trip. And excellent 
Secretarial services at our Businessmen 
Centre. Taking care of every need. 

No wonder even on business, you ll 
enjoy yourse/¥ here. 

So the next Ame youre in Jatarta ; 
make yourself feel right at home. 
Stay at Sari faciie Jakarta. 

The hotel wrth heart. 
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Le Meridien 


seclusion and 
luxury come 
together. 


A secluded tropical hideaway 
on a glorious private beach. 
And a truly deluxe hotel, 
Thai in architecture, 
yet distinctively French. 
With delightful Continental 
and Thai cuisine. 
Impeccable service. 
And much more. 

Le Meridien Phuket. 


Le 
MERIDIEN 


PHUKET 


For reservations, contact any Meridien Hotel, 


your travel agent, 
or Meridien Reservations International 
at Hong Kong 852.3.66.99.96; 
Singapore 65.733.28.78; 
Tokyo 813.475.23.64; Sydney 612.235.11.74 
or Le Meridien Phuket, Tel: (076) 321.480/ 
Tix: 69542 MERIHKT TH 





TO THE EDITOR - 


Never again 


Ian Buruma's write-up on the documen- 
tary suppressed by the National Japan- 
ese Broadcasting Co. about Japanese 
atrocities during World War II [25 
Aug.] comes as no surprise. The Japan- 
ese today are obviously more interested 
in et their sensibilities than in 
presenting the truth. Did they not also 
object to documentary scenes of the 
Rape of Nanjing in The Last Emperor? 

[ am sick and tired of the yearly 
charade involving condemnation of the 
Americans for dropping their atomic 
bombs. No one seems to consider how 
many more Filipinos and other South- 
east Asians would have lost their lives if 
the bombs had not succeeded in ending 
the war. 

Today's younger generation needs to 
be jarred out of the total beguilement 
fostered by Japan's economic success. 
They need to be reminded that that 
country was no better than Germany in 
its savagery. This is why I wrote, some 
years ago, among all the anti-nuclear 
pap expressed in the visitors' book at 
the Hiroshima shrine: "Pearl Harbour 
should not be allowed to happen again." 
Hongkong 'A Filipino' 


Puzzling statement 


Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad in his recent letter 
to 105 Australian MPs blamed the 
British colonial government for allow- 
ing immigrants from China and India 
into Malaya, now Malaysia. 

I am puzzled how such a statement 
could come from such a high office. Had 
it not been for the policy that allowed 
the immigration of a Malayali from 
Kerala, then we in Malaysia would not 
have Mahathir as prime minister. 

In a recent interview with Newsweek 
magazine, Mahathir said he resented 
the British for treating the Malays shab- 
bily. Fair enough. But why has he not 
been more proud of his own heritage? 

‘Third Generation 


Kuala Lumpur Malaysian’ 


Smooth relations 


The SHROFF column entitled Thai re- 
search at a premium [18 Aug. ] discussed 
at some- length the relationships be- 
tween foreign stockbrokers operating 
out of Bangkok and the Bank of Thai- 
land (BoT). 

Your correspondent stated that the 
first three foreign brokers to set up in 
Bangkok felt “harassed” by the regulat- 
ory authorities. 

Since we opened our office in 
Bangkok in September last year, we 
have received only one visit from the 
bank's legal department. This visit 
could only be described as routine and 


“J, 


amounted to a simple checking of 
documentary formalities and general 
enquiries as to the nature of our opera- 
tions. Following this visit, we have been 
requested by the bank to supply certain 
information — a request which we 
found entirely reasonable and with 
which we have complied. 

Furthermore, our relationships with 
other government bodies have pro- 
ceeded in a normal and businesslike 
manner. We have at no stage com- 
plained about the treatment that we 
have received from any government or 
regulatory body in Thailand. 

The implication of your article that 
we have complained about harassment 
in our dealings with the BoT is wholly 
untrue and does not reflect the nature ol 
our dealings with regulatory bodies in 


Thailand. Mark Greenwood 
Bangkok Crosby Research 
Land not war 


If the New People's Army in the Philip. 
pines obtains surface-to-air missiles, i: 
would open a new chapter in the 19. 
year-old insurgency [Anatomy of a Rec 
revolution, 28 J its] that would be very 
ominous for the US-backed Aquinc 
government. 

The issue to be examined, however 
is not whether the rebels are likely tc 
use such weapons in northern Luzon o! 
in the Quezon or Bataan provinces, bu 
if a hardline response from the au 
thorities is appropriate. 

The solution to the insurgency prob 
lem lies not in militarisation, but in lanc 
redistribution and social reforms. 

Aquino should opt for peace talk: 
with the rebels rather than an all-ou 
war or regional offensive strategies. Ir 
the long run, the Aquino governmen 
cannot escape its full responsibility fo 
the crimes committed by those in uni 
form against the people. 

Houston, Texas Anthony A. Arao: 


Who backs whom? 


I was surprised by the tone and by fac 
tual inconsistencies in Rodney Tasker' 
article [Prince on the loose, 25 Aug. | 
Subjective "embarrassments" asid 
(and personally I find Tasker's tacit de 
fense of the Khmer Rouge more tha 
embarrassing), I would like to challeng 
his assertion that China is one c 
Sihanouk's "main backers." In fact 
with the assistance of Thailand, Chin 
has been the main backer of the Khme 
Rouge, supplying both arms and aid; i 
is only very recently that Sihanouk an: 
the international community hav 
seemingly convinced China to withdra 
that support. 

While Tasker obviously sympathise 
with the Thai position that the foreig 
invasion is the “main issue," it is an ur 





It 
of plastic I didn't believe him. I haven't missed a goal 


since I got it. It puts up with all kinds of rough treatment - 


even my dog's teeth! All my friends are jealous. I really 
think that the people who made it are clever 

That's true : the innovators of today are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of today's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with each other ensure successful products for the 
innovators. 

Atochem : The way forward for innovators. 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 
- 35 productions plants in 97 countries on 5 continents 
France and the world. - Turnover: FF 23 billions 

- 4 research and - Main activity sectors 
development centres. Basic chemicals, 

- l technical centre Fine and speciality 
(engineering). chemicals, Plastic materials 








ve got a terrific ball! When dad told me it was made 
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deniable fact that the Vietnamese inva- 
sion put an end to the Khmer Rouge 
genocide of the Cambodian population. 
Any sane person, in my opinion, would 
hold that the prevention of the recur- 
rence of genocide by the heavily armed 
Khmer Rouge after Vietnam’s with- 


| drawal is really the main issue here. 


San Francisco Kennedy Gammage 


More questions 


Adrian Buzo’s article The Confucian 
way of violence in South Korea [11 Aug. | 
raises many more questions than it 
answers. 

While the title is catchy, there is, un- 
fortunately, no attempt at a definition 
of “Confucian violence” and we are left 
to speculate about just what it is. How 
for instance, does South Korean vio- 
lence or crime differ from that in other 
essentially Confucian-influenced so- 
cieties, such as those in China, Viet- 
nam or Japan? Or, is it the same? 

Using the same inferences, crime in 
the US might be characterised as Christ- 
ian violence, but inasmuch as this Con- 
fucian categorisation is unsubstan- 
tiated, there appears to be no reason not 
to find South Korean violence simply 
crime per se. 

Possibly, though, the anarchistic re- 
belliousness of Taoism has been mis- 
identified and designated as Confu- 
cian: this would appear to be more ger- 
mane. 

But, such inaccuracy makes me won- 
der if Adrian Buzo can differentiate be- 
tween the two — given the overall thrust 
of the article, there is scant evidence 
that he can. 


Tokyo Frank Miller 


What's in a name 


| notice that an epidemic of pseudonyms 
has broken out in your LETTERS column. 
It is glaringly obvious that Malaysians 
and Singaporeans are primarily respon- 
sible for this practice. 

| find it disheartening that my people 
— and myself — are now so uncomfort- 


able about expressing responsible 
views. 

Oxford 'A Malaysian Student 
No change in Taiwan 


| Many may be led to believe that au- 


thoritarian rule is being relaxed in 
Taiwan and power-sharing is being 
opened up to the majority Taiwanese by 
the Kuomintang. 

[n reality, basic human rights are still 
wilfully violated under different legal 
set-ups; the Garrison Command con- 
tinues to have sweeping powers over 
entry or exit, stopping citizens from 
leaving Taiwan or depriving them of the 
right to return. It is ironic that people in 
Taiwan are now allowed to visit their re- 
latives in China and yet some 20,000 
Taiwanese who for various reasons 





were stranded in China are still not al 
lowed to visit their homes in Taiwan, le 
alone settle. 

As any overseas Taiwanese residen 
knows, telephone tapping is routine 
All communication is monitored by thi 
Garrison Command. All circuits mus 
be duplicated to facilitate tapping. N« 
wonder any expansion of telecommuni 
cation services takes so long. 

I am also disappointed that your re 
porter Shim Jae Hoon chose not t 
cover the reaction of the Democratii 
Progressive Party in his article Mes 
senger spurned [1 Sept.]. The inciden 
just illustrates how Taiwan is treated a 
a spoil between two contending au 
thoritarian regimes without taking int« 
consideration the wishes of thx 
Taiwanese people. 

Hongkong 'Disgruntled Taiwanese 


Praise for Prem 


I agree wholeheartedly with Philip Ho’ 
assessment of the current situation ii 
Malaysia [LETTERS, 4 Aug.]. 

I have been away from Malaysia fo 
some time, but have closely watched de 
velopments with great concern. For me 
there is no point in returning home 
even for a short visit, as long as the ac 
ronym Umno (United Malays Nationa 
Organisation) still stands for Unde 
Mahathir No Opposition. 

As an expatriate in Thailand, I can 
not help admire former Thai prim 
minister Prem  Tinsulanond. Pren 
could have returned to power with th: 
support of the monarchy, the majorit 
of politicians, businessmen and, mos 
important of all, the military. He coul 
easily have silenced his political oppo 
nents or put them behind bars if h 
wanted to. But his decision to step dows 
has turned foes into friends who hea] 
praise on him, 

I believe Malaysia would be a mucl 
better place if Mahathir had only half o 
Prem’s qualities, 


Bangkok Abdul Kadi 


Subject to the law 


I disagree with the legal source quote 
in your article Judgement week [li 
Aug.] that *. . . one only had to ‘chop of 
the head’ to teach the rest of th: 
judiciary a lesson.” 

An equally important lesson con 
veyed is that no matter how high one’ 
public office, one ts still subject to anc 
answerable to the law. Now for the firs 
time the behaviour and conduct of a Ma 
laysian judge have been boldly defined 
Whether the findings of the investigat 
ing tribunal will be binding on future in 
quiries into judicial misconduct or mis 
behaviour remains to be seen, but a pre 
cedent has been set. 

Lord presidents come and go, bu 
the office remains. Judges also com: 
and go, but the judiciary remains. Ti 
say, as does your quoted legal source 
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that “the judiciary will be cowed” be 
cause of the removal of Tun Mohamed 

Salleh Abas shows contempt for the re- 
maining members of the judiciary who 
choose not to engage in controversy but 
| to continue and maintain the indepen- 
| dence of the judiciary. 

Johor Baru Ibrahim bin Hashim 





Apology welcome 


Devan Nair's continuing diatribe is a 
curious literary genre, mixing as it does 
the whining complaint with the hector- 
ing sermon. Curiously missing from hi: 
discourse is any hint of what would be 
most welcome — an apologia to those 
victimised by the dizzying changes 
of political allegiance during a long 
career as Singapore's resident chame- 
leon. 

Let us recall a few of his victims for 
the record: union activists of the early 
1960s whose crime was resistance to the 





A quiet achievement. ays 





For such a superbly equipped hotel, Hong Kong's 700 “country shop,” the National Trades 
room New World keeps its achievements refreshingly quiet Union Congress; a Singapore Airlines 


It's rather surprising, given our location next door to captain whose crime was the criticism of 





a major shopping centre in the heart of Kowloon's | bad morale among overworked local 
business area NEW WORLD HOTEL officers on the flight deck, entered into 
And even more SO, given Our en ial ic reputation for : the aircraft's log: a former expatriate 

A New World of Hospitality "PR y + €. > : 
service and value. Our fine restaurants and bars, disco, | opener National University of Singapore lec- 
sauna and gym. Plus the privileges and privacy afforded Telephone: 694111 Telex: 35860 NWHTL HX Fax: 3.69938 turer whose crime was questioning in a 
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= DL ~ 2 T e zm B T X. = T uj i ) a i jd S b] : E hd >‘ i Jp’ , : a 
WORLDWIDE SINGAPORE MALAYSIA THAILAND PHILIPPINES aM RR rship laws c kumia eat 
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parliamentary seat. 

TT st E | — DV Only one person should remain 
p | | exempt from any imaginary collective 

apology to those he has abused: the man 

to whom he plighted his political troth 

in a marriage of convenience years 

ago. 

Tokyo ‘Nair Watcher’ 





A woman's touch 
At a recent Singapore parliamentary 
session, Dr Aline Wong was the only 
MP who had the courage and honesty 
to comment on the unfavourable 
impressions generated by the re-ar- 
rest of the eight ex-detainees and the 
embarrassment caused to the country 
| by the publication of the white paper on 
Devan Nair. 

If the election of the next president 
of Singapore is not to be seen as a stage- 
managed affair, Wong should be nomi- 
nated to stand against Lee Kuan Yew. If 
Lee is elected without opposition, he 
will cast a long shadow over his success- 
or as prime minister. Lee is not indis- 





pensable. 

Around the world 220 hotels provide the service, decor, and attention It is time that Singapore had a female 
to detail which qualify them as "Leading Hotels of the World.” Here are president to ensure that its leaders are 
just a few: The Oriental, Bangkok; Mi indarin Oriental, | long Kong; The not deprived of the much-needed milk 
laj Mahal Hotel, Bombay. | of human kindness, understanding and 

For reservations or to receive a free copy ol the worldwide Leading | tolerance. Surely Wong will be able to 
Hotels Directory, call: Bangkok (2) 234-9920; Hong Kong (5) 483-928; | look after the public purse as well as, if 
lakarta (21) 321-307; Manila (2) 816-3601; Singapore (65) 737-9955; Taipei _ not better than, any man. 


Dr Wong, please allow yourself to be 
nominated. We need you. 
Sydney ‘Loyal Singaporean’ 


(02) 597-2325. Or write to: The Leading Hotels of the World, 268 Orchard 
Road, Yen San Building #19-03/04, Singapore 0923 


ThéJeading Hotels of théWorld’ | 
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in the world famous classical design. 
Montblanc Meisterstuck writing instruments — the ultimate expression of personalit 
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The New JAL: 


More than ever 
a guaranteed pleasure. 


ono THE JAL PLE, 


dedicated professionals 
we will confidently do our utmost to make 
any flight with us as enjoyable as possible. 
As the world’s number one IATA airline we 
will maintain the highest standards of 
service as befits our leadership position 
As a renewed and recently privatized 
corporation we will demonstrate even 
greater competitive spirit and enthusiasm 
to meet your needs. 
As Japan's international airline we 
are bound by our own unique 
corporate sense of honor to fulfil 


these promises. 


JAPAN AIR LINES 


Travel JAI and avy “IAs World Hotel Selections Plan" 















Sweeping transfer of resources, and ex 


ness behind the demands. 
Page 36. 


will rapidly in- 


| crease the Maori proportion of the population. From Wel- 
lington, REVIEW correspondent Colin James explains the 


plores the upsurge in Maori conscious- | Australia: The minister's oiherface oo X 


Cover photograph from the film Utu (Utu Productions/NZ Film Commission ). 


Page 14 

Singapore's ruling party wins all but 
one of the seats at the general elec- 
tion, but sees a decline in its share of 
the popular vote. 


Page 17 

Sino-Soviet talks in Peking on the 
Cambodian conflict fail to achieve a 
breakthrough, though new talks be- 


tween foreign ministers are slated for 
the year's end. 


Page 17 
The stance of Burma's military on the 
emerging democratic movement be- 
comes a hot subject of debate. 


Page 18 
New Delhi backs off in the face of 
nationwide protests against moves to 
tighten the law of defamation and cur- 
tail political commentary in the press. 


Page 23 
The dismissal of South Korea's army 
intelligence chief and the arrest of two 
generals for an attack on a journalist 
come as President Roh makes a quiet 
purge of generals. 


Page 24 
Former Australian foreign minister Bill 
Hayden's private notes on neighbour- 
ing countries and personalities find 
their way into the press, causing em- 
barrassment. 






: SOUTH CHINA MORNING POST 
Page 28 

The Hongkong Government comes 
‘under fire at home and abroad for al- 
Jleged brutality towards Vietnamese 
boat people. 
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Page 49 

TAIWAN FOCUS examines the island's 
unprecedented prosperity, along with 
the social price that has been paid for 
success. 


Pages 80-82 

Manila and Jakarta look to ease con- 
tract terms for foreign oil exploration 
companies as Vietnam clinches a 
major offshore deal with Sheil Oil. 


Page 82 

Two-way trade between South Korea 
and China is booming, but observers 
Say that Seoul’s hopes of establishing 
political ties may be unrealistic. 


Page 83 

South Africa offers generous incen- 
tives to Taiwan and Hongkong firms in 
a bid to offset declining direct invest- 
ment from the US and Europe. 


Page 84 — 

Indonesia's merchant shipping fleet, 
Stripped of protection by a deregu- 
lation package, fears further liberali- 
sation could be disastrous. 

Page 91 | 

An Australian Government plan to 
close tax loopholes is likely to deter 
Australian firms from using Hongkong 
as a base for overseas investment. 


Page 92 


Japan’s Finance Ministry prepares to | 


clamp down on insider dealing and 
share price manipulation. 

Page 95 — 

Asia’s pulp and paper makers enjoy 
good times as the region's strong 
economic growth pushes consump- 
tion of paper products to new highs. 


Page 104. 
In its pursuit of an insider trader, 


the US Securities and Exchange 


Commission claims jurisdiction over 
bank accounts held in Hongkong. 


| 99 regarded as a placid outpost of British culture with |^ 
an affable relationship between its European majority | 


| 
] 
i 
i 


and its greatly outnumbered Maori population, New Zea- B 
| land has been forced into a painful reappraisal by Maori de- | 
| mands for redress of their colonial dispossession — de- 
| mands which are being met to a great extent by a govern- 
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` Chun's brother jailed 
-for seven years 
Former South Korean presi- 
dent Chun Doo  Hwan's 
- brother, Chun Kyung Hwan, 
- has received a seven-vear jail 
. term on eight charges involving 
-embezzlement, bribery, tax 
i evasion and influence peddl- 
|. ing. Chun, who had pleaded 

|. not guilty, was also fined Won 
ov] 3.2 billion (US$4.44 million) 
ck. and ordered to forfeit a further 
- 1. Won 989 million for ir- 
| {regularities committed while 

+ che was head of the Saemaul 
-Undong rural development 
scheme between 1981 and 
1957. — John McBeth 


«|. Chairman of Malaysian 
. |. judicial tribunal quits 

4 Justice Tan Sri Hashim Yeop 
“Sani, chairman of the tribunal 
o investigating charges of judicial 
||" misconduct by five suspended 
Malaysian judges, resigned his 
|. position on | September. He 
~ did so following complaints by 
lawyers representing the sus- 
pended judges that he could be 
biased and might be needed as 
5 | a witness. Another tribunal 
"member, High Court judge 
Datuk Edgar Joseph Jr, has 
been appointed as the new 
chairman. — — Suhaini Aznam 


Chatichai gives pledge 

on Vietnam policy 

Thai Prime Minister Chatichai 

Choonhavan, making his first 

official visit to Malaysia, told 
cop Prime Minister Datuk Seri 

|. Mahathir Mohamad in Kuala 

Lumpur on 2 September that 
Thailand would not establish 
formal trade with Vietnam 
until the latter withdraws its 
. troops from Cambodia. 
Chatichai's statement was seen 
às an assurance to Thailand's 
Asean partners that Bangkok 
would not depart from Asean's 
long-standing policy to isolate 
Vietnam economically. 

— Paisal Sricharatchanya 


Mizoram again faces 
political turmoil 

India's Mizoram state border- 
ing Burma, which has been 
stable since last year when the 
Mizo National Liberation 
Front (MNLF) insurgents 
signed a peace agreement with 
‘New Delhi, is again facing poli- 
tical turmoil. Nine of the 25 
“MNLF members elected to the 






























efected to the Congress party, 





- | with the result that the MNLF 
is now in a minority. Under 


these circumstances, New 
Delhi is entitled to impose di- 
rect rule pending fresh elec- 
tions. But the state's Chief 
Minister, Laldenga, who is also 
leader of the MNLF. has 
warned against this. 

— Salamat Ali 


Indonesia sets up 

new security body 

The Indonesian military's spe- 
cial security agency, Kopkam- 
tib, has been replaced by a new 
coordinating body to assist in 
maintaining national stability. 
It will be called Bakorstanas, 
and will include representa- 


| Sutrisno: security body. "| 
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tives from the cabinet and non- 
military government depart- 
ments and will report directly 
to the president. 

The head of Bakorstanas 
will be armed forces command- 
er Gen. Try Sutrisno. How- 
ever, with Sutrisno's predeces- 
sor, Defence Minister Benny 
Murdani, no longer at the head 
of the security agency and the 
military no longer exclusively 
charged with maintaining sec- 
urity, the change is seen as di- 
luting the military's power. 

— Michael Vatikiotis 


Taiwan court hearing 
ends in uproar 
Taiwan riot police surrounded 


the home of an opposition | 


member of the presidential 
electoral college on 29 August, 
to arrest opposition Demo- 
cratic Progressive Party (DPP) 
deputy Hong Chi-chang, who 
has been charged with leading 


anti-government riots in June | 


1987. Hong had to be treated 
for cuts to his body after DPP 
leaders fought with the police 
in the street in an effort to pre- 
vent him being taken into cus- 
todv. Proceedings of his district 
court hearing on 30 August had 
to be postponed after disrup- 


state legislature last vear have | tion by dissidents. 
: — Shim Jae Hoon 
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New Zealand PM clips 
finance minister's wings 
New Zealand Government 
Prime Minister David Lange 
has reshuffled his cabinet to ap- 
point his third-ranked minis- 
ter, Mike Moore, as deputy fi- 
nance minister to negotiate an 
economic “compact” with 
trade unions. Also named a de- 
puty finance minister is Health 
Minister David Cayhill. The 
appointments are designed to 
dilute Finance Minister Roger 
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technical advisers and feasibil- 
ity studies. — Michael Vatikiotis 


Australia and Indonesia. 

reach accord on Timor Gap 
Indonesia and Australia have 
reached an accord on the 
Timor Gap, the disputed sea- 
bed border between northern 
Australia and Timor which is 
believed to contain rich oil de- 
posits. Under the agreement, 
which has still to be ratified, 
any tax revenue from future oil 
exploitation in the disputed 
area will be shared equally, 
while revenue from two ajoin- 
ing areas will be divided under 


Douglas command of eco- a formula which gives In- 


nomic policy and his avowed | donesia 16% of revenue from 


intention to cut social spend- 
ing. — Colin James 


Faber Merlin stockholders 
to take legal action 
Holders of Faber 


have voted to convene a meet- 
ing next month to institute 
legal action against the hotel 
company, which has been in 
default on the stock since Oc- 
tober. Faber Merlin has made 
two unsuccessful requests to 
delay repayment of the 
| M$17.74 million (US$6.7 mil- 
lion) outstanding from the un- 
secured issue and another pro- 
posal is expected soon. Stock- 
holders at a 3 September meet- 
| ing did not rule out action to 
wind up Faber Merlin if it fails 
to produce the money. 
— Nick Seaward 
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| Nomura inaugurates Thai 
| securities fund 
| Nomura Securities has inaugu- 
| rated its | USS$155 million 
| closed-end Thai Prime Fund, 
| for investment in listed and un- 
| listed Thai securities. Backers 
| of the fund — listed in Tokyo, 
Singapore and London — in- 
clude Nomura, the World 
Bank-affiliated 
Finance Corp. and Singapore 
Nomura Merchant Banking. 
The fund will be invested in 
Thai-registered shares through 
The Mutual Fund Corp. 
— Paul Handley 


US aid for Indonesian 
financial markets 
The US is making a US$14 mil- 
lion grant to Indonesia for de- 
velopment of the financial mar- 
ket and municipal financial 
projects. Jakarta stock ex- 
change's governing body is to 
receive US$9 million to help fi- 
| nance moves to attract invest- 
ors and expand facilities. The 


funds will used for training, 
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the area nearer Australia and 
Australia 10% of asmaller area 
nearer Indonesia. 

— Michael Malik 


Merlin | China links interest 
Malaysia’s 8.75% loan stock | rates to inflation 


China has decided to link in- 
terest rates on personal bank 
deposits of three years or more 
to the retail price index, a 
spokesman for the People’s 
Bank of China (PBoC, the cen- 
tral bank) said on 4 September. 
The measure is designed to 
compensate for inflation, but it 
will not apply to deposits by in- 
stitutions and enterprises. 

The PBoC on 1 September 
raised interest rates on three-, 
five- and eight-year deposits 
by more than 1% to 9.72%, 
10.8% and 12.42% respec- 
tively. But the rates remain 
lower than the 13% official in- 
flation rate for the first half and 
lag behind the 19% annual rate 
in June and 24% rate in major 
cities in July.  — Ellen Salem 


Taiwan state bank 
stock to be sold 
Taiwan on 5 September an- 
nounced plans to sell shares in 
three state-controlled provin- 
cial banks but will retain 51% 
ownership of each. A total of 
114 million shares of the three 
First Commercial Bank, 
Hua Nan Commercial Bank 
and Chang Hwa Commercial 
Bank — worth NT$107.6 bil- 
lion (US$3.7 billion) will be 
sold. Proceeds from the sale 
will be used to finance land 
purchases for public works. 
The d prs still needs ap- 
proval of the Taiwan cabinet 
and the Taiwan provincial as- 
sembly. Recently, the govern- 
ment has been pressured to 
turn inefficient banks over to 
the private sector, a move 
which could come next year. 

— Jonathan Moore 








The central committee meeting of the 
Burma Socialist Programme Party 
and the subsequent national assembly 
which elected Maung Maung party 
chairman and president on 19 August 
were unconstitutional. A quorum of 
7596 of the 280 central committee 
members and the same proportion of 
the 472-man national assembly are 
needed for the proceedings to be 

valid. However, it is understood that 

no more than 60-65 people attended 
either meeting. 


. DEFENSIVE RESPONSE 
While the US is happy with Japan's 
-increased defence spending, Reagan 
administration officials are, 
nonetheless, upset with the 
justification for such expansion put 
out by Tokyo in its defence policy 
-paper last month. “No one can deny 
that its [the US] position has recently 
. been declining comparatively in the 
economic field," the paper said. 
The officials are chagrined that its 
close ally should be providing public 
support to the thesis advanced by 
historian Paul Kennedy in his best- 
seller The Rise and Fall of the Great 
Powers. 
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SEEKING VOTES 

Indonesia is understood to be 
prepared to lend its backing to a 
non-aligned movement (NAM) 
Cambodian peace initiative in order 
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AFGHANISTAN 
. A. Rebel rocket salvo hit the main ammuni- 
ie noe at the airbase in Kabul causing a 
. major explosion which destroyed the facility, 
< it was reported (J Sept.). | 


. AUSTRALIA 

- -..The Queensland government moved to 

. remove its police chief Sir Terence Lewis, 
. accused of corruption with several of his offi- 
-cers after a long-running inquiry (7 Sept.). 

-. Gareth Evans was sworn in as the new for- 
. eign minister (2 Sept. ). 


BANGLADESH 

The unofficial death toll from monsoon 
. flooding rose to 200, it was reported (37 
= Aug.). Authorities evacuated about 100,000 
- residents from low-lying areas in the out- 
Skirts of Dhaka as rising flood waters 
. threatened new areas of the capital, officials 
< said (3 Sept.). 


.. CHINA 
— Czechoslovak President Gustav Husak 
met Premier Li Peng and General Secretary 
hao Ziyang (4 Sept.). US Defence Secret- 
ry Frank Carlucci arrived on an official visit - 

pt.). | 
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to boost its bid for chairmanship of 
the movement. The current 
chairman, Prime Minister Robert 
Mugabe of Zimbabwe, is anxious to 
have something to show for his 
stewardship and is keen on the 
Cambodian initiative. Indonesia 
hopes its support for a NAM- 
sponsored peace initiative will induce 
some of the hard-line states to 
persuade Nicaragua to withdraw its 
competing bid for leadership of the 
movement. The problem for 
Indonesia is how this will wash with 
its Asean partners, as the NAM 
initiative is said to be sympathetic to 
Vietnam's interests. 


OLYMPIC BOOST 
- e With South 
: à Korean President 
: Roh Tae Woo 
= prevented by law 
?from a second 
five-year term, 
speculation over 
who is likely to be 
the ruling 
Democratic 
Justice Party's 
candidate in the 
1993 presidential elections is now 
beginning to centre on an intriguing 
figure: Seoul Olympic Organising 
Committee president Park Seh Jik. If 
the games are the success they 
promise to be, the urbane former 
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general's public profile is likely to give | 





INDIA 

A new press bill passed by the lower 
house of parliament will restrict press free- 
dom, according to newspapers, lawyers and 
opposition leaders (37 Aug.). Prime Minis- 
ter Rajiv Gandhi said the government would 
not move the anti-defamation bill (4 Sept. ). 
The press closed for the day in protest 
against the bill (6 Sept. ). 


JAPAN | 

Prime Minister Noboru Takeshita passed 
a key test in his bid to overhaul the country's 
tax system when two candidates from the rul- 
ing Liberal Democratic Party’ scored twin 


. victories in provincial elections (4 Sept. ). 


MALAYSIA 

A Supreme Court judge heading a tri- 
bunal probing government allegations of 
gross misconduct against five colleagues has 
stepped down form the panel (/ Sept.). 


PAKISTAN 
Five Afghan warplanes bombed villages 
deep inside Pakistan, killing one person. it 


| was reported (/ Sept.). Some 90 people have 


been detained for questioning in connection 
with the death in an air crash of Zia-ul Haq, 
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hopeful, Political Affairs Minister 
Lee Chong Chan. 


FILLING A VACUUM 

Khmer Rouge guerillas have been 
mounting a concerted military 
campaign in the past few months to 
retake a string of former base areas ifi 
western Cambodia close to the Thai 
border. Begun in late June, the 
operations mark an attempt to filla | . 
power vacuum left by the | 
redeployment of Vietnamese units | 
away from the border areas. The | 
frontier positions that came under 
attack have since been guarded by _ 
troops of the pro-Hanoi Heng Samri 
government. The most action has 
been seen around Phnom Milai, a 
large mountainous area opposite 
the lower end of Thailand's 
Aranyaprathet district. 


DIPLOMATIC DECISION 
Asean ambassadors to the UN will 
soon have to make a delicate choice 
between art and diplomacy. The 
ambassadors have been invited to 
attend the New York premier of the 
musical Yanky Panky, written by 
Philippine Foreign Minister Raul 
Manglapus. While going to the opera 
would be an act of Asean solidarity, 
many are concerned that their 
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attendance at this satirical | n 
show may send the wrong signal to E 
Washington. : 
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—————HáááááÓ— : 


it was reported (3 Sept. ). The caretaker gov- 
ernment lifted a 25-year-old law that gave 
authorities sweeping powers over the press. 
Afghan aircraft bombed a village in north- 
western Pakistan killing a child and wound- 
ing six other people (5 Sepz. ). 


SINGAPORE 

The ruling People's Action Party won 4. — 
landslide victory in the general election GF 
Sept. ). 


SOUTH KOREA 

Radical students denouncing the “war 
Olympics" battled riot police with fue 
bombs in Seoul (3 Sept. ). l 


SRI LANKA 

A Sri Lankan human-rights lawyer de- q) 
tained in connection with anti-government {> 
activities died in police custody, the govern- 
ment said (4 Sept.}. A post-mortem report 
on the lawyer said he had been beaten ree 
eatedly with blunt instruments and had at | 
east 100 internal injuries, forensic experts p 
said (5 Sept). Police invoked emergency 
laws which gave them sweeping powers tà 
stop a planned ceremonia! funeral for the 












lawyer (6 Sept. ). E 


































By Rodney Tasker 
™acing the largest and most formid- 
— able contingent of opposition candi- 
dates since independence in 1965, Sin- 
gapore's ruling People's Action Party 
(PAP) won 69 of the 70 contested par- 
liamentary seats, picking up another 11 
where there was no opposition chal- 
lenge. 
“ Only Cham See Tong. the Singa- 
pore Democratic Party (SDP) leader 
who was first elected in 1984, made it for 
the opposition, with an increased 
majority. But in eight other seats — two 
in ssingle-member constituencies and six 
in two of the new three-MP Group Rep- 
< resentation Constituen- 
< cies (GRC) — the PAP 
vote was below 55%. 
|» There was a near miss for 
-former solicitor-general 
Francis Seow leading a 
5 Opposition 
Party (WP) 





Workers' Party 


_ Despite public eupho- || 
ria, PAP leaders must be 
2e about the 
further erosion of the 
Overall popular vote for 
the party. The total popu- 
-Tar vote for the PAP was 
- reduced from 62.9% inthe 
.. 1984 election to 61.8%. 

o The PAP may have to 


| Barisan Sosialis 
Spoilt votes 


By Mary Lee 
f" he all-but-one-seat sweep by the rul- 
ing People's Action Party (PAP) in 
singapore’s 3 September general elec- 
ion has been portrayed as “a ringing en- 
dorsement" of the younger leaders 
ised to take over from Prime Minister 
Lee Kuan Yew. Two days before the 
il, Lee told a mass rally: “You are 
casting your vote for the younger 
cabinet." And after the results were 
out, he pronounced: “The transition is 
complete." 
- The leader of this group is 47-year- 
xd Goh Chok Tong, who has been in 
raining for nearly four years as first de- 
puty prime minister. The mantle of suc- 
session is almost his, after months of 








son, Brig.-Gen. Lee Hsien 
and a critical public appraisal by 
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National Solidarity Party 


| Singapore Democratic Party 


| United People's Front | 


Best Malay National Organisation | 
Singapore Justice Party 
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ation that the job could go to | speculation that he wanted Hsien 


eter nt ah Aaa aaa E Sees eae 


| become resigned to a situation in which 
| the nearly 38% of Singaporeans who de- 
livered a “protest vote” for the opposition 
| this time, more to put some opposition 
| MPs into parliament than to bring down 
| the PAP government, will be difficult to 
| convert to the party’s cause in the future. 
| The PAP'slong run of 70% -plus majori- 
| ties — which the 1984 election first re- 
duced — could be a thing of the past. 
The opposition parties had to take 
| comfort from the fact that they held the 
| line on a lower-popular vote for the 
| PAP, despite not having the strong 
| bread-and-butter campaign issues of the 
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The primed minister 


Transition of leadership is compléte, says Lee 


Lee of Goh's alleged shortcomings. 
After the elections, in response to Lee's 
saying he was waiting for someone to 


within two years he would be ready to 
do so. 

some years back, Lee had hand- 
picked Goh and three others (Educa- 
tion Minister Tony Tan, Second Deputy 
Prime Minister Ong Teng Cheong and 
former trade union leader Lim Chee 
Onn) to be tried out as potential lead- 
ers. It has since emerged that Goh was 
"elected" their leader by his peers in 
cabinet — which might explain Lee's 
past reluctance in anointing him as his 
successor, thereby giving rise to the 


Loong, 36, to succeed him. | 
Goh's unassertive image made him 
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Electorate gives opposition increased vote but only one seat 


Playing it safe 


1984 election, when two opposition 
MPs were elected out of a smaller group 
of opposition candidates. In 1984, one 
major issue for the opposition was the 
government's unpopular proposal to 
raise the age at which Singaporeans re- 
ceived their central provident fund. 

This time there was no such issue to 
sell to Singapore's highly practical, in- 
telligent voters living in relative pros- 
perity and security. Instead, the opposi- 
tion campaigned on issues, such as the 
proposal to bring in an elected president 
with veto Du over the republic's re- 

senior civil-service appoint- 
ments, and the rash of ar- 
rests of alleged Marxists 
under the Internal Sec- 
urity Act (ISA) over the 
past vear. 

While the the anti- 
ISA campaign generally 
went past most Singapo- 
reans, the presidency 
issue evidently struck a 


serves an 
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which is widely expected 
to create a new role for 
| Prime Minister Lee 
| Kuan Yew would 
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unconvincing as a contender. “Up to a 
year ago," he admitted just before the 
elections, "I did not feel passionately 
that I [wanted] the job of leading the 
country. Since then, I feel strongly that I 
should do it. I have got something to 
contribute." If that statement sounded 
uncharacteristically immodest, it was a 
relief to those — Lee included — who 


| thought Goh had an insipid public 
"nudge" him aside, Goh declared that | 


image. They thought it a liability to the 


rest of the younger team. 
L ee took that image to task just be- 
fore the elections in what appeared 
to be a humiliating, and some would 
say unnecessary, public appraisal of 
Goh's leadership qualities. It was, Lee 
described later, *not a bad gamble" to 
force Goh to change. E 
In the first place, said Lee, Goh was 
his second choice as potential prime 
minister, his first being Tan, who did 
not want the job. "[Goh] is unable to 
convey publicly through television and 
through mass meetings what he can con- 
vey in individual face-to-face or small 


tually lead to one-man rule. 
The WP’s Seow jibed that it 
would make Goh Chok 
Tong, as the next prime 
minister, “a eunuch in em- 
peror Lee’s court.” 

The PAP was put on the 
defensive about the issue. 
Goh, the first deputy prime 
minister, had said shortly 
after the government white 
paper on the issue in July 
that there was no need for a 
referendum, as called for by 
the opposition, and that he 
would not refer it to a par- 
liamentary select commit- 
tee. During the election 
campaign, he softened his 
stance, saying that the pos- 
sibility of a referendum 
would be referred to a select 
committee. Lee himself act- 
ed to defuse the issue, say- 
ing: “I undertake not to be 
the first elected president.” 

Lee himself was returned in the elec- 
tion with one of the highest majorities 
ever — 81.6% against an independent. 
All but one of his "second-echelon" 
ministers whose seats were contested 
were returned with comfortable 
majorities: his son Lee Hsien Loong 
scored 79.1%, and Goh's three-man 
PAP team notched the highest majority, 
73.8% , among the 10 GRCs that were 
contested. But a sign that the racial 
issue might be backfiring on the govern- 
ment came when the GRC team led by 
Home Minister S. Jayakumar in Bedok, 
where a large number of minority 
Malays live, only managed a majority of 
54.9%. 

The Malays, who comprise 15% of 
Singapore’s population, were known to 


pu discussions," he said. "I don't 
now why. I have suggested to him 
perhaps a bit of psychological adjust- 
ment, maybe a psychiatrist. Something 
holds him back . . . Before a mass audi- 
ence, he gets wooden, which he is [ordi- 
narily| not. He has improved, I would 
say, about 20%. He needs to improve 
by more than 100%.” 

Later, at the traditional lunch-time 
Fullerton Square rally on the second- 
last day of campaigning, Lee explained: 
“It was my duty to tell you my honest 
reaction [to Goh's qualities] and at the 
same time to see by the way he reacts 
whether he can be his own man. I think 
it was not a bad gamble. I put up the bal- 
IA pona; in 18 days, he is better, isn't 
he? He's more natural. In other words, 
since he did not want 
psychologist, I'd play one." 

It was here that Lee finally made an 
indirect endorsement of Goh as his heir: 
"We cannot let the foreign press talk in 
condescending terms about your prime 
minister [referring to Goh], calling him 
‘insipid’,” he said. 
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To do? 


have been disgruntled by the pre-elec- 
tion move to form collective GRCs, 
which ensure a Malay or other minoritv 
community candidate a place on the 
winning slate, because they felt the 
majority-Chinese PAP government was 
patronising them. In the event, the 
Malay representation in parliament was 
increased from nine to 10. 


he PAP's strongest offensive came 

on the decision, passed into law by 
parliament shortly before the election, 
to give MPs a dual role as chairmen of 
new town councils to be set up in every 
constituency. This was clearly designed 
by the PAP to bring wavering voters 
down toearth. The message was that Sin- 
gaporeans, 86% of whom live in govern- 


Despite his endorsement of the 
younger leaders and Goh, however, Lee 
said he was only 60% convinced that 
Goh would be able to handle a crisis. 
There are only two people among the 
younger leaders who could do so, he 
said. Observers believe one is Lim, 44, 
former minister without portfolio and 
secretary-general of the National Trades 
Union Congress who was side-lined in 
1983 after trade union leaders expressed 
unhappiness with his style. The other is 
Hsien Loong, whose military training is 
believed to be an advantage. 

That Lee counts his son among Sin- 
gapore's most able men is not in doubt. 

e has praised Goh for not being afraid 
to surround himself with people of abil- 
itv, citing as an example Goh's inviting 
Hsien Loong to join the PAP in 1984. 

Hsien Loong's quick rise to the 


status of potential heir began when he | 


was appointed to head the Economic 
Commission, which formulated the 
measures to face the 1985-86 recession. 
As a result of Lee's public examina- 
tion of him, Goh was forced to address 
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ment-built housing estates, 
would be voting not only for 
their MP but also forthe man 
who would be in charge of 
maintaining their apartment 
blocks. 

Ruling party candidates 
rammed home the message 
at every turn that voters 
should only choose those 
candidates they considered 
to be experienced and hon- 
est enough and, more to the 
point, backed by the re- 
sources of a substantial party 
to handle their town coun- 
cils. Singapore's govern- 
ment-dominated media, 
which gave prominence to 
PAP comment throughout 
the campaign, even carried 
full-page cartoon strips to 
encourage voters to pick re- 
sponsible candidates to look 
after their environment. 
Opposition prespects may 
have been unrealistically enhanced by 
the good turn-out at their candidates’ 
public rallies, a traditional campaigning 
style in part forced upon them because 
the PAP was able to rely upon the media 
to carry its message. 

A major cabinet reshuffle is not ex- 
pected in the immediate wake of the 
election. Most of the 12 second- echelon 
minister have only been in their jobs 
since 1984. Analysts expect newcomers 
to the PAP's parliamentary benches, re- 
tired brigadier-general George Yeo, Ng 
Pock Too, Lee’s political secretary who 
was beaten by WP leader J. B. Jeyaret- 
nam in the 1984 election, and Mah Bow 
Tan, also now an MP after being de- 
feated by Chiam in 1984, to become 
junior ministers. 
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Loong. "If Hsien Loong is 
. first choice so be it,” Goh told a rally. 
<“... Ihave great respect for Lee Hsien 
Loong. Anyway, it is for the younger 
-generation fof leaders], not the PM, to 
decide. They have decided. I am their 
. first choice.” 
Lee, however, is so unsure of his 
younger colleagues' ability to weather a 
crisis that he has declared himself ready 
to take back control should the need 
arise. He also remains publicly critical 
of the way they conduct politics. He 
: would, he said, have fought a different 
_ campaign. "I would have been more fo- 
. cused in my approach . . . I would have 
_ forced the opposition to fight on my is- 
j.'sues, and not allowed them to run 
«| around and come up with spurious and 
| [p ridiculous ideas and diffuse the focus of 
- 4. the election campaign,” he said. 

E He was clearly impatient with the 

j| way the opposition pushed Goh into ag- 
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A close-run thing 


 reeing to hold a referendum on the issue - 


of the elected presidency, if necessary. - 
Public support for the elected presi- 
dency fell from 57% to 51% during the 
campaign period, Lee said. But he said 
that if he was leading the campaign on 


the issue he could guarantee 60% of the | 
| credited with taking the difficult deci- 


voters' support. 


Goh has laughed off Lee's descrip- | 
tions by saying he will not change his | 


more accommodating political style. 
His firm stand has renewed the behef in 
some Singaporeans that he is a "closet 
liberal" — this despite the fact that it 
was the younger leaders who presided 
over the arrests of a mixed bag of al- 
leged Marxist conspirators and libera- 
tion theology believers a year ago. 
"[We] will continue to involve Sin- 
gaporeans in discussions of major 
policies, and create avenues for them to 
air their views and will see these views 
channelled in a constructive manner," 
Goh said. Government parliamentary 


Seow attracts the crowds but just misses election 


j 

1 

he nearest miss for the opposition in 

Singapore's 3 September election 
| was the defeat of dissident former sol- 
icitor-general Francis Seow, running on 
= | a three-man Workers’ Party (WP) team 
—.| in the group representation consti- 
in | tuency (GRC) of Eunos. When the re- 
<- L sults came through, his team, including 
|: veteran politician Lee Siew Choh and 
- | Malay entertainer Mohamed Khalit 
1. Baboo, had 35,221 votes, or 49.1% of 
f= votes cast, against 36,500 (50.9% ) for 
the PAP team, led by Junior Education 
Minister Tay Eng Soon. 

Seow had only recently been re- 
|. leased from 72 days’ detention under 
^ | the Internal Security Act for allegedly 

-conspiring with US State Department 
' officials to recruit professional opposi- 
.tion candidates. In December, he will 
-štand trial on six charges of tax evasion, 
fines for which could disqualify him 
-from parliament. 
= Seow. attracted crowds of up to 
0.000 people, though many may have 
been from outside Eunos, drawn to his 
meetings by their curiosity to see a man 
who had attracted so much government 
fire, both before and during the cam- 
paign. | 
. .. A constant stream of PAP ministers 
addressed crowds in Eunos. A series of 
“open letters, signed by Tay and his 
‘team, attacked Seow, accusing him of fi- 
nancial irresponsibility and keeping 
mistresses in Singapore, Kuala Lumpur 
.and Bangkok. Tay and others chal- 
-lenged Seow to take legal action if the 
-accusations were untrue, and Seow told 
the REVIEW he was "taking stock" of 
the letters with a view to possible action. 
- This would be a reversal of the nor- 
-mal trend in Singapore, where opposi- 


























|! tion candidates often find themselves in 
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legal hot water at the hands of Prime 
Minister Lee Kuan Yew. Seow's party 
boss, veteran opposition leader J. 
B.Jeyaretnam, was issued with a writ by 
Lee's lawyers alleging that he slandered 
the prime minister at an election cam- 
paign rallv. The writ said Jeyaretnam 
accused Lee of encouraging one of his 
ministers, Teh Cheang Wan, to commit 
suicide in 1986 while under investiga- 
tion for corruption. Jeyaretnam chal- 
lenged Lee to verify his alleged rally 
statement, and refused to apologise. 
Jeyaretnam is no stranger to legal ac- 
tion against him initiated by the govern- 
ment. In 1986 he was disqualified from 
parliament for five years (after five 
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PAP vote below 55% ^ ^ 
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committees would aying more ac- 
tive roles, he said, and promised public 
hearings on important issues. 

Goh's concession here to dissenting 
opinion may hold out a promise of a dif- 
ferent style of government from that 
under Lee. He and his team are already 


m 





sion of reversing the two-children-only 
family planning policy. 

Regardless of who is in charge, the 
odds are that the Singapore political sys- 
tem will not be significantly different. 
"The two-party democracy system is not 
coming to Singapore," Lee has said. 
"It's not in our nature. If you want a 
two-party system, you must have hon- 
ourable men in the opposition doing 
battle over ideas . . . We are an Asian 
society." Choosing a pre-election opin- 
ion poll — rather than the 61.8% popu- 
lar vote in the election — Lee claimed: 
"[Our] mandate from heaven is an ap- 
proval rating of over 79% .” 





years in opposition) after being fined 
$$5,000 (US$2,450) and jailed for a 
month for falsifying his party'saccounts. 

As in 1984, the WP and the Singa- 
pore Democratic Party (SDP) emerged 
as the only credible opposition parties, 
and SDP leader Chiam See Tong re- 
tained his 1984 parliamentary seat, in- 
creasing his majority from 60.3% to 
63.1% in Potong Pasir. His future as an 
opposition leader is, therefore, assured. 
The fiery Jeyaretnam said after the elec- 
tion that he was “considering” his cam- 
paign statement that he would call it a 
day if his party did not get two MPs. 
Some observers felt that Jeyaretnam, 
who in 1981 became the first opposition 
MP in more than a decade, would in- 
deed hand over the helm of his party toa 
younger man. 

Seow was critical of his party boss for 
not allowing him to appear in the WP's 
two allowed televised slots, given his 
obvious voter appeal. “I think that was a 
tactical blunder,” Seow said. He also 
believed that Jeyaretnam should accept 
two non-constituency parliamentary 
seats, which should be offered to him- 
self and one of his team-mates. Under 


| the law, the opposition can make up 
| their parliamentary representation to a 


total of three, if fewer than that are 


| elected, by choosing the two candidates 


with the highest number of votes short 
of a majority — in this case, the WP 
team in Eunos. 

Whether he sits in parliament or not 
under this law Seow said he would “con- 
tinue to take an interest in politics.” He 
is a politician with academic qualifica- 
tions and voters demonstrated in the 
elections that they preferred these to 
lesser-educated candidates. Both 
Jeyaretnam and Chiam said after the 
election that this factor favoured the 


|| PAP’s candidates. Both said they would 


have to induct more graduates and pro- 
fessionals. — Rodney Tasker 





15 SEPTEMBER 19888 e FAR LAGTERNEDONTIMIP EAEN 






By Bertil Lintner in Bangkok 

A s Burma’s opposition leaders issued 
FP their recent ultimatum for the gov- 
ernment in Rangoon to resign or face an 
indefinite general strike, the position of 
the country’s armed forces has become 
a hotly debated question. 

Throughout the 26-year rule of 
former Burma Socialist Programme 
Party (BSPP) chairman Ne Win, the 
army has been given a privileged status, 
which it may find difficult to surrender. 
And while nearly the entire country has 
been demonstrating against the govern- 
«ment, the army has remained steadfast 
‘in its loyalty to the government and has 
given few signs of a split within its 
ranks. 

But after the 8-12 August popular 
-uprising in Rangoon — when perhaps as 
many as 3,000 civilians were killed by 
soldiers — the troops returned to their 
barracks, apparently accepting the futi- 
lity of trying to suppress the massive 
anti-government demonstrations and 
political rallies that continue each day 
and the emergence of unofficial political 
abis The changed political climate 

ias given rise to an abundance of out- 
spoken broadsheets and newsletters, 
which the army also has not tried to sup- 
press. 

However, there were persistent 
rumours in Rangoon that army chief-of- 
staff and Defence Minister Gen. Saw 
Maung and his deputy, Lieut-Gen. 
Than Shwe, were planning to stage a 
coup to reassert the military's supre- 
macy. 

Since both these men are considered 
henchmen of Ne Win and Sein Lwin — 
whose elevation as Ne Win's successor 
.Sparked the August uprising, leading to 
his resignation in favour of the more 
‘moderate Maung Maung — it was as- 
sumed that the old guard was behind 
any such design. But if any such plan did 
exist, sources now suggest it must have 
been aborted by other army officers op- 
posed to the use of violence against un- 
armed demonstrators. 

While military unity appears intact 
for the moment, it could come un- 
glued as mass unrest continues. Some 
recent moves by the authorities are 


seen by analysts as being aimed at 


stemming the possible spread of popu- 
lar dissatisfaction to the military. On 
28 August, just before the military's 
pay day, troops removed a large sum 
of money from Rangoon's Union Bank 
— apparently for distribution among 
the ranks. 

And, on 2 September, Brig.-Gen. 
Myint Aung, chief of the army's South- 
western Command, met with officials in 
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lights in shining armour? 


The military’s position on democracy becomes key question 
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the Irrawaddy River delta region in 
what observers saw as an attempt to se- 
cure control over the country's main 
rice-growing area. 

Rice às a weapon has been used by 
anti-government demonstrators in 
some upcountry towns. Sources said 
that when protest marches were held in 
Mogok in the ruby-mine area of Man- 
dalay Division on 2 September, each 
household in the town donated rice to 
locally based soldiers when their rations 
were exhausted. Consequently, the sol- 
diers did not interfere with the demon- 
strations. 

Numbering about 180,000 men. 
Burma's army is a tough, disciplined, 
lightly armed infantry force. Although 
the country is divided into nine regional 
commands, the army is spearheaded by 
eight Light Infantry Divisions (LIDs) of 
10 battalions each — many of which are 
concentrated in the country's northeast- 
ern border regions, opposite an area 
controlled by the insurgent Communist 


DIPLOMACY 


Talk and more talk 


Peking and Moscow fail to agree on Cambodia conflict 


By Review Correspondents 


Whe recent Sino-Soviet talks on the | 
M Cambodian conflict, an important | 
stumbling block in improved ties be- | 
tween Peking and Moscow, failed to | 


produce a major breakthrough in rela- 
tions and no summit was announced. 
Moscow has been a long-time supporter 
of Vietnam's occupation of Cambodia, 
while Peking has backed anti-Hanoi 
Khmer Rouge resistance forces. 

But as Soviet Deputy Foreign Minis- 
ter Igor Rogachev said at the end of his 
talks in Peking with counterpart Tian 
Zengpei on 31 August, it was significant 


that the two sides have at least agreed to | ! 
| of thousands of its troops into the 
| forms of its Cambodian allies. H also 


pursue a dialogue on the issue. The 
Soviet and Chinese foreign ministers 
will discuss Cambodia when they meet 
at the UN later this year. 

Another significant sign emerging 
from the talks was a new Chinese post- 
ure on what part the Khmer Rouge 


might play in any peace process. Peking. | | 
| reflect Peking's scepticism over Hanoi's 
| recent promise to withdraw its troops 
| from Cambodia by the end of 1989. 


acknowledged on the eve of the talks 
that the Khmer Rouge posed a danger 
in Cambodia and suggested checks on 
its role and power in any settlement. 
Diplomats in Peking asserted that 
this marked a major shift in China's po- 
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| coup in June at the 


| the talks were ending. Xinh 


| Penh. The accusations, which echoed 
| Vietnamese charges that the Khmer 
| Rouge are receiving large quantities of 


| specialist Gennady Chufrin expressed 



































Party of Burma (CPB). E 
LID is based in the capital fc 
security duties. This unit was rest 
ble for the killings in Rangoon during 
August. ! 
At an officers’ meeting in the capital. 
on 20 August — the minutes of w 
were obtained by the REVIEW — se 
high-ranking army officers expre 
their disapproval of the killings. Th 
also noted that the 33rd, the Goth anc 
the 77th LIDs had not taken part in the 
killings. 
Rumours have been circulating that 
the prestigious 77th LID has indicated it 
does not want to participate in any 





The unit is ba 
of Rangoon, but mast OPS are C 
stationed in the north, around Mong — 
Hsu in Shan state.» - | 

Atapressconterence in Rangoonon | 
5 September, dissident leader Gen. Tin. | 
U, a former army chief-of-staff and de 
fence minister who was purged in 197 
urged the military “to side with t 
people in the current peaceful revol 
tion for democracy." e 










Jus 


and officers up to the rank of colonel P. 
privately sympathise with the dem- | 
onstrators. o- 









formal meeting GIM) © 
July). Moscow proposed at the 
talks that a second JIM meeting be held 
by Indonesia as soon as possible. 
The Peking talks were accomp 
by attacks on Hanoi in China's o 
media. In a commentary publi 





agency accused Vietnam of puttin 
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claimed the Vietnamese were sending 
large quantities of heavy arms to Phnom 


Chinese-supplied arms from Thailand, 


In Moscow, Soviet Southeast Asian 


pessimism about the peace process. Chu 





























frin told the REVIEW: “The Chinese 
: emphasise only one aspect of a settle- 
ment the timetable for the with- 
drawal of the Vietnamese troops — 
. without looking at the political aspects 
of the withdrawal and its aftermath. 
‘They want the Vietnamese to withdraw 
before the announced timetable." 
Chufrin added: "The Chinese obsession 
with the troop withdrawal raises certain 
doubts . . . In fact, they have put their 
stake on the return of the Khmer Rouge 
to Phnom Penh." 
Diplomats in Washington are read- 
‘Ing much into Moscow's more accom- 
modating position. The Soviets have ap- 
arently promised to help ensure that 
/ietnamese troops are withdrawn be- 
ore the end of 1989 — regardless of 
progress in concluding a political settle- 
rent. A Soviet precedent for such a 
tance iS a setin Afghanistan. in the 
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By Salamat Ali in New Delhi 
Baud: proud reputation of having the 
most free press in the Third World is 
under the worst assault since the media 
curbs of the 1975-77 Emergency rule. 
On 30 August, the lower house of par- 
liament passed a bill defining defama- 
tion and prescribing a mandatory jail 
sentence. But the uproar against the bill 
was so instantaneous and widespread, 
that Prime Minister Rajiv Gandhi had 
to beat a partial retreat on the issue. On 
4 September, Gandhi set up a high-level 
committee to review the bill and post- 
poned its introduction in the upper 
house of parliament. 
| The opposition parties, who walked 
— out of the lower house before the vote 
was taken, and all the Indian journalists’ 
organisations have described the bill as 
a "many- -faceted fraud on the Indian 
public." They called for a one-day strike 
on 6 September and have banded 
together to stop the bill being en- 
cted. 

Under the proposed law, “whoever 
by words, either spoken or intended to 
e read, or by signs or visible represen- 
ation, makes or publishes any imputa- 
ion concerning any person intending to 
arm, or knowing or having reason to 
elieve that such imputation will harm 
e reputation of such person, is said to 
efame that person. 

"In addition, reversing the so-far pre- 
lent. concept that the onus is on 
the plaintiff to prove his accusation, 
is bill requires that it is the accused 
alists who must prove that the pub- 
reports, graphics or comment are 
Himan Paap galis eae 
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past, Soviet officials have said they 
could not pressure the Vietnamese to 
leave Cambodia but recently, in private 
conversations with Western and Asean 
diplomats, they have sounded more op- 
timistic in achieving a quick pullout. 

One diplomat told the REVIEW: 
“The Soviets talk as if the Vietnamese 
withdrawal from Cambodia by next 
year is a given.” Asked how Mos- 
cow could ensure that the Vietnamese 
will leave so soon, a Soviet official re- 
portedly said they have no choice be- 
cause "we simply can't foot the bill." 
Moscow has been pouring billions of 
dollars into its client state since the end 
of the Vietnam War, some of which sup- 
ports Hanoi's military activities in Cam- 
bodia. 

US officials acknowledge that Mos- 
cow has stepped up its pressure on 
Hanoi but are unsure as to its effect. In 


| Comment at your peril 


New defamation bill threatens to muzzle a free press 


is that the electronic media, which is 
owned by the government and often ac- 
cused of carrying one-sided tirades 
against the government’s critics, is not 
affected. 

The government has defended the 
bill on the grounds that untrue in- 
nuendo should be punished. Amid jeers 
from opposition members, Minister of 
State for Home Affairs P. Chidam- 
baram said the right to publish the truth 
should not be extended to cover de- 
famatory insinuation. 

The leftwing magazine Mainstream 
pointed out on 3 September: "It may be 
an accident that the day the government 
admitted having dropped all proceed- 
ings of violation of the] Foreign Ex- 
change Regulation Act against Ajitabh 

Bachchan Tionnser brother of Prime 
Minister Rajiv Gandhi's friend, film 
star cum politician 
Amitabh Bachchan| 
was the day the new 
bill was forced 
through. And this 
was also the day 
when the parliament 
heard reference to 
the — government's 
compassion for such |: 
economic offenders |! 
as Lalit Thapar and |} 
Lalit Suri [business- 
men allegedly in- 
volved in foreign-ex- 
change and  eco- 
nomic offences]. 

“If the new defa- 
mation bill passes 






















panne: 


early November, in Paris. 





rnalists protest against the bill. 





an official Vietnam. newsagency inter- 
view on 30 August, Foreign Minister 
Nguyen Co Thach mentioned the 1989 


withdrawal as a "proposal" and not an 


unconditional commitment as Moscow 
has tried to portray. 

Hanoi appears to have secured the 
support of its allies in Phnom Penh in its 
public defiance of Moscow. A joint 
statement on the Cambodian situation 
issued on 27 August after a meeting be- 
tween Cambodian National Assembly 
chairman Chea Sim and Supreme Soviet 
Deputy Chairman P. N. Demichev was 
conspicuously silent on the question of a 
Vietnamese withdrawal. 

Meanwhile, sources in Moscow say 
there is an unofficial agreement for 
Cambodian resistance leader Prince 
Norodom Sihanouk to meet Hun Sen, 
Heng Samrin's prime minister, again in 


into law, no journalist would be permit- 
ted to comment on the pouring of the 
milk of official kindness on these distin- 
guished members of the Rajiv Gandhi 
entourage, "the magazine said. 

Other publications have pointed out 
that the expose of the illegal kickbacks 
given by Sumitomo Corp. of Japan, the 
challenge to the conclusion of the Con- 
gress party's parliamentary probe into a 
similar scandal involving the Swedish 
weapons manufacturer Bofors and va- 
rious investigative reports on the viola- 
tion of economic laws could: not have 
been printed if the proposed law had 
been in force at the time. 

The bill’s critics admit that some of 
the reporting in the print media is unfair 
and motivated by personal vendettas, 
but they say the remedy is not in muzzl- 
ing the entire press but in penalising the 
offenders. A statement signed bv al- 
most all India's better-known jour- 
nalists pointed out that recent stories on 
corruption in high places had been well- 
documented and thoroughly checked, 
but under the proposed law, the truth of 
the matter would no longer be a de- 
fence. The affected publication would 
have to produce evidence admissible in 
a court of law that its 
report did not harm 
the reputation of a 
person. 

It also pointed 
out that the Crimi- 
nal Procedure Code 
prescribed manda- 
tory jail sentences 
for murder. 

statement 
added that the bill 
was discriminatory 
because it exempted 
government agen- 
cies from being 
taken to court im 
similar circum- 
stances. 
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“We plan for the 
long term. I hats 
why we used an 
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' ag first day.” 


m u production began. 








In January, 1981, five managers sat down: to 


EU establish AMP Manufacturing Taiwan Ltd. 


Within only eight months, AMP Taiwan was 
a state-of-the-art manufacturer, turning out 
high-tech products using the most advanced 
production controls. A major reason AMP got 
there so quickly was because one of the 
management team’s first calls went to IBM. 





“With IBM, all our - 
penne l nw 





AMP is one of the world's bae polen i ! 


of electrical and electronic. connecting devices. 
Its products are used i in the manufacture. of 
everything from computers. to automobile. 


electronics. AMP is also a worldwide partner | 


of IBM. When AMP decided to set up in 


ES . Taiwan, IBM mobilised all possible rece S. 


to get a computer system i in | Place before _ 


IBM met with AMP to pla nll 

of an IBM System/38. An 

adapted specialised IB) 
inventory and production 
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other plants, IBM helped them tailor it to 


their needs. Through education and testing, 
IBM made sure AMP's system was ready in 


time, and that its staff was prepared to run 


du 


The system enabled AMP to reduce start-up 
time and achieve more efficient operations. H 


TS E expects to double volume by the end of the 
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; MP and IBM are now working to link 
aiwan plant to sales offices throughout 
gion. With this kind of IBM support, 

\MP is confident the results they've seen 
froni day one will continue for the long term. 














INFORMATION SYSTEMS 


A WORLD OF OPPORTUNITIES 


WAITING TO BE SHARED 


At McDonnell Douglas, we've established an enviable 
heritage of sharing with international partners the 
benefits of our company’s capabilities and talents 
in aviation, space and information systems. 

Global financiers count on our fast and accurate 
Tymnet” information systems. European manufac- 
turers trust us for cad/cam. Great Britain shares 
with us the advanced development of the vertical 
takeoff fighter, the Harrier II, as well as the T45 
training system. We join with Korea in the manufac- 
ture of helicopters. Canada, China, Italy and Sweden 





know us for the MD airliners they help us develop 
and build. In Australia, Canada and Spain we work 
jointly on F/A-18 Hornets. 

International ventures such as these have 
introduced new technologies and expanded others, 
helping McDonnell Douglas keep its promises to 
create human opportunities, foster economic growth 
and bring new commerce to our international 
business partners. For more than 65 years, we've 
given customers products that promised performance 
—and delivered. 
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Giving the nations of the world their money’s worth. 
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SOUTH KOREA 


Cleaning out the barracks 


Roh implements subtle military reshuffle 


By John McBethi in Seoul 


P resident Roh Tae Woo is becoming 
a good deal more assertive in his 
own political household. Over the past 
few months he has reshuffled a number 
| and analysts are pre- 
end of the year, he 








dicting that b: 


will have p some of the more 
intransigent- diehards in the ruling 


Party as well. 

ving people in.a way 
that is palatable: to the others left be- 
hind,” said one Western diplomat, re- 
ferring to the unobtrusive way the 
changes have been implemented. Al- 
though the staff worry about the public 
perception of the president as being 
weak in comparison with former leader 
Chun Doo Hwan, Roh himself advises 
them to be patient, appa- 
rently because he prefers to 
act behind the scenes. 

It is difficult to deter- 
mine just how the army has 
seen events of the past 14 
months, but the support 
given Chun during his seven 
years in the presidential 
Blue House fell away al- 
most overnight when he 
handed over power to Roh 
last February and he quickly 
slipped into brooding seclu- 
sion. That does not mean 
everything has changed in 
the barracks, however. 

The recent dimissal of 
army intelligence chief 
Maj.-Gen. Lee Jin Baek 
and the arrest of two 
brigadier-generals in con- 
nection with a street assault on a jour- 
nalist is a reminder that after years of in- 
violacy, conservative generals do not 
find it easy to submit to reformist ideals 
and freer expression. 

Chungang Economic Daily city 
editor Oh Hong Keun was slashed in the 
thigh by four men during a scuffle on 6 
August. He had earlier received 
threatening phone calls over an article 
critical of the military. Witnesses noted 
the licence plate of the car used by the 

assailants and police later traced it to 
the Army Intelligence Command (AIC). 

In ordering an unprecedented in- 
quiry into the case on 24 August, De- 
fence Minister Oh Ja Bok drew on con- 

_fessions extracted from an army major 
cand three non-commissioned officers 
¿identified as the assailants. Brig.-Gens. 
~Lee Kyu Hong and Kwon Ki Dae were 
"arrested two days later. Lee charged 
with ordering the attack and Kwon with 
ng to cover it up. Although he was 
leave at the time, Lee Jin Baek's 29 
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Protester confronts police at an anti-army rally. 
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August dismissal is thought to have 
been based on the fact that he was 
briefed on the Oh attack and did no- 
thing about it. 

The haste with which the case was 
brought to a head was a surprise, but has 
served as a convenient warning to cer- 
tain senior army officers that they are 
not above the law. Back in July, De- 
fence Minister Oh told hostile question- 
ers in the national assembly: "There 


must not be officers intervening in poli- 


tics — nor can there be such officers.” 
The AIC, along with the Defence 
Security Command (DSC) and the Cap- 
ital Garrison Command (CGC), is one 
of the political centres of an army that 
generally prides itself on its profes- 


sionalism. Formed in the 1970s as a mili- 
tary counterpart, some say rival, to the 
civilian Agency for National Security 
Planning (ANSP, formerly KCIA), the 
DSC has had some of its powers curbed 
since Roh took over, but is still a useful 
tool for the president i in monitoring the 
mood of the military. 


S ince early July, unpublicised changes 
in the military top ranks have 
been made. The principle moves have 
been the retirement of Vice-Chief of 
Staff Gen. Kwon Byung Sik and a 
switch in the three-star-level Special | 
Forces Command. (Kwon's replace- 
ment, former 3rd Corps commander 
Lieut-Gen. Lee Jin Sam, is the elder 
brother of Lee Jin Baek, a link which 
may have damaged his chances of even- 
tually e over from current Army | 
Chief of Staff Gen. Lee Chong Ku.) 
Another change was the premature | 
retirement of second assistant defence 
minister Maj.-Gen. Lee Chang Koo. 
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since mid-1987, moving from his forn 
position as head of the Defence Ind 





versial US$64 million purchase of- 
British-made Javelin surface-to-air mise- 
siles two years ago. 
Lee appeared to be a victim of a re- 
shuffle of senior army officers, who were. 
either too closely associated with Chu 
and or involved in defence procurements ` 
during the Chun years. The importance . 
Roh is giving to wiping the slate clean ds 
seen in the decision to re-evaluate thi 
multi-billion dollar programme to chose 
a new mainstay fighter for the air forc 
that will be in service into the next cen- 
tury. A team is in the US taking another. 
look at the General Dynamics F16 and 
the McDonnell Douglas F18 — the two: 
prime contenders. E 
The Oh case is a sign of a backlash 
against democratic reforms. Another > 
has been a call by Government Admin- 
istration Minister Kim Yong Kap fora” 
constitutional revision to restore the: 
__.,_president’s power to dises 
| solve the national assembly. 
| Aformer special forces offi- 15 
| cer, ANSP official and Blue.) | 
| House aide under Chun, | - 
| Kim is a graduate of Cliss 
| 17 of the Korea Miltary. 
| Academy, an influential 
| group headed by CGC 
| Lieut-Gen. Kim hn 
| Young. 
| But speculation — of 
a 
| 
i 
d 





post-Olympic military ` 
power play is ill-founded. |. 
Military analysts doubt that. <o 
Kim Yong Kap consulted 
with his former army cob o 
leagues before he made the... | 
statement. Although Kim ^. 
Jin Young has a hardline 7. 
reputation, built «mainly | 
agound his pivitol role in 
Chun's ee 1979 coup, informed 
sources feel he has been misrepresented 
and say he is probably the mam driving 
force behind a new wave of open-mind- 
edness in the army. 

Kim Jin Young is the senior of three 
three-star generals in the military 
academy's Class 17, which enjovs close 
links with one-star graduates of Class 19 
(which passed out in 1963). Together, 
the two classes hold a hon s share of di- 
visional commands in the 542,000- 
strong army, particularly those in cru- 
cial positions around Seoul. "I think 
Roh has done his homework," said one 
military source. "He wouldn't put all hiis 
eggs in one basket if he thought they 
would go bad." 

Diplomats give credence to reports 
| that when police ran into a dead end m 
| their investigation into 1 ae 
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J- FOREIGN RELATIONS 


A nudge for normalisation 


Gandhi's proposed visit to China represents a breakthrough 


By Salamat Ali in New Delhi 


n a significant breakthrough in Sino- 

Indian relations, Indian Prime Minis- 
ter Rajiv Gandhi is to visit China to- 
wards the end of the year, though the 
exact dates are still under discussion. 
The visit will be the first by an Indian 
prime minister since Gandhi's grand- 
father Jawaharlal Nehru's tour 34 years 
ago. 

While the general format for the visit 
will include the signing of trade and cul- 
tural agreements — outlined during sev- 
eral low-key Indian ministerial and 
other visits to China in the past two 
years — both sides are also to declare 
their resolve to settle their border prob- 
lem peacefully and not disturb the status 


uo. 
: Although it is not yet agreed, dip- 
lomatic observers consider it likely that 
the two might announce a set of agreed 
rinciples for resolving their Himalayan 
rder dispute, though settlement of 
the issue itself is considered a long-term 
prospect. 

Some observers suggest that Peking 
made a major concession to New Delhi 
at the end of last year by recognising the 
Indian argument that a border settle- 
ment is the key to normalisation of Sino- 
Indian relations. 

_ All the same, it now seems obvious 
that the Chinese proposal for a step-by- 
step settlement seems to have found 
favour in New Delhi. This view is rein- 
forced by the initiative India itself has 
taken for restructuring the relation- 


ship. 
ew Delhi views as a triumph 
Chinese acquiescence in the Indian ele- 
vation of the border territory of 
Arunachal Pradesh to full-fledged state- 
hood. China, despite claiming the terri- 
tory as its own, made no more than a 
pro-forma statement in objection last 
year when Gandhi converted the cent- 
rally administered territory into a state 
of the Indian union. 

However, both still have far to go in 
resolving the larger strategic questions 
of correcting Indian policy preferences 
as underscored by the 1971 Indo-Soviet 
treaty, as well as the Indian perception 
that China willingly lends itself to its 
South Asian neighbours às a counter- 
vailing force to India. Peking is still firm 
on preserving and promoting its ties 
with Islamabad, Kathmandu and 
Dhaka. 

Another point the quiet preparatory 
diplomacy has not yet been able to re- 
solve is the reciprocal opening of consu- 
lates. China has agreed to India's pro- 

sal of opening a consulate at Shang- 

ai. But New Delhi has not accepted the 


2A 





Chinese proposal for reopening the con- 
sulate in Calcutta, shut down since the 
1962 Sino-Indian war, and has instead 
suggested that China could open a con- 
sulate in Bombay. 


om 


AUSTRALIA 


The minister’s other face 


Hayden's private foreign-policy comments are leaked to the press 


By Michael Malik in Sydney 


anberra has been embarrassed by a 

leak of official documents contain- 
ing some frank remarks by former for- 
eign minister Bill Hayden about several 
of Australia’s neighbours. The docu- 
ments also reveal how the US virtually 
drafted a statement for Australia to 
issue when nuclear-armed ships visited 
the country. 

Indonesia, Malaysia and Papua New 
Guinea have all chosen to remain pub- 
licly unruffled, though a Jakarta stop- 
over by Defence Minister Kim Beaz- 


ley has been dropped. Few foreign lead- 
ers would be surprised at a minister mak- 


ing acerbic comments in private notes. 


But that 10,000 pages of Foreign Ministry 


apers should have found their way to 

investigative journalist Brian Toohey 
will worsen Canberra’s reputation for 
confidentiality. 

The security-of-documents aspect, 
which especially affects relations with 
the US, and comments concerning 
Australian radio surveillance of In- 
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Indian troops on the border: thaw in prospect. 


T a s 


India opposes a Chinese consulate in 
Calcutta, both because of the Com- 
munist Party of India-Marxist's politi- 
cal hold over West Bengal, and because 
it wants any consular presence in India 
to be far away from its highly volatile 
northeastern region bordering China. 
China argues its preference for Calcutta 
is due to the presence of a sizeable ex- 
patriate Chinese population in that city 
and has noted that there are negli- 
gible numbers of Chinese living in Bom- 
bay. 

The forthcoming Gandhi visit is seen 
domestically as giving a poli- 
tical push to the process of 
normalisation and to the 
search for a formula to settle 
the border dispute. Back in 
1983, prime minister Indira 
Gandhi is said to have been 
near a deal with the Chinese, 
which foundered because of 
stiff opposition from her 
Foreign Ministry. This time 
there is no such danger, for 
the current head of the 
ministry, K. P. S. Menon, is 
India's top China expert. 

However, as Gandhi 
cautioned after his meeting 
with Liu Shuquing, the 
leader of the visiting Chinese 
negotiating team on the bor- 
der last November, while a 
solution would be found, 
quick results were not ex- 
pected. o 





donesia led the government to seek and 
win a temporary injunction against 
Toohey to force him to return the 
documents and desist from publishing 
any further material in his magazine, 
The Eye. 

The leak came only days after 
Hayden left office to accept the new 
post of Australian governor-general, 
which he will take up in February 1989. 
Although his comments in the leaked 
documents show a more acerbic side to 
Hayden than he usually projects, they 
hardly discredit Australian foreign pol- 
icy or undermine local relationships — 
despite claims to the contrary by opposi- 
tion politicians. 

Among Hayden’s comments: 

» On Indonesia, in 1984, after 
Jakarta restricted access by the Red 
Cross, Unicef and Catholic Relief 
to East Timor, Hayden wrote: “There 
is no doubt about it, the Indone- 
sians are erratic, hostile people to deal 
with, with the added sententiousness 
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from the Australian High Commission 
-in Kuala Lumpur that Malaysia would 
ave liked longer discussions on Austra- 
ian proposals for a Cambodian settle- 
ment at a just-concluded Asean "six- 
_plus-one” meeting and would have been 
more positive about them than In- 
‘donesia, Hayden wrote: "Doesn't gel 
with [then foreign minister] Ghazalie 
eae s oafish behaviour at Asean 
SEL” 


> On PNG, after it threatened to expel | 
. an Indonesian diplomat in 1984 when | 


Indonesia refused to apologise for a 
border incident, Hayden wrote: “My 
worry is that [they] are likely to be faced 
down in their rather clumsy bluff, and 
that given their limited maturity and ex- 
<>>] perience in such matters, might proceed 
| with more bluster and bluff, getting 


deeper into the quagmire of confusion | 


and incompetence.” 


» On Japan, in 1984, commenting on | 


> On Malaysia, in 1984, after a report 


| 
| 
| 
| 
| 
| 
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preparation for a visit to Tokyo by | 


Prime Minister Bob Hawke, Hayden 
wrote: “The fact is the Japanese soft- 


soap the Aseans but are keenly in- | 
terested in Indochina in their hypocriti- | 


cal self-effacing way, and are flat out to 
get whatever advantages they can for fu- 


_ | ture benefit — let's say this, but more | 
| cap his career. And Hawke, it was felt, 


>i elegantly than I have." 

An Indonesian spokesman said the 
papers were out of date and in the past 
five years relations had been very good 
and would not be damaged. Michael So- 
mare, foreign minister of PNG, which 
Hayden described i in the papers as “im- 

|| mature,” took the opportunity to get in 

|" adig by commenting that PNG was "too 
mature" to let regrettable comments af- 
fect relations. The Malaysian Embassy 
had "no comment." 

More damaging for Hawke's stand- 
ing with the ruling party's leftwing will 
be the exposure of his government's 

. willingness to bow to US diktats on nu- 
clear policy. The papers document an 
exchange with Washington in De- 

|. cember 1983, after then Australian de- 

— fence minister Gordon Scholes indi- 

= cated that nuclear weapons would have 
to be removed from the British aircraft 
carrier Invincible before it could put 
into Sydney for repairs. 

. US Secretary of State George 
Shultz, The Eye reported, “hit the roof" 
and Hawke suggested Hayden tele- 
phone Washington. 

© The next day, The Eye claimed, the 
-US Embassy in Canberra sent Hayden 
the text of a five-point statement saying 
that Australian policy did not require al- 
lied ships to confirm or deny the exist- 
chine of nuclear weapons on visiting 
ships. 

. On 26 February 1984, the Shultz 
‘text, apart from a few altered words, 

fas issued by Scholes, who shortly af- 
erwards resigned. "It's a wonder Shultz 
n't make the announcement," The 
ye commented. R 
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Bill Hayden: a nationalist, 


a socialist and a 


t is probably fair to say that many 

Australians were taken aback when 
they heard that Foreign Minister Bill 
Hayden was to become the country's 
next governor-general. 

A lot of Australians find it easy to ad- 
mire Hayden, a former Queensland 
policeman committed to fundamental | 
Labor Party principles and old-style | 
values. He is a working-class politician 
whose creased face and rumpled suits 
contrast with the button-down self-as- 
surance of a younger breed of party ap- 
paratchiks. He is a man who sails on the 
triple winds of nationalism, socialism 
and republicanism. 

So what was he doing accepting a job 
as Queen Elizabeth’s representative in 
Canberra, with a salary packet bigger 
than that of Prime Minister Bob Hawke 
and whole concourses of butlers and 
servants to minister to his every need? 

The answer, some felt, was that 
Hayden considered this a fitting way to 


was happy to grant the indulgence in 
final expiation of his guilt in trampling 
over Hayden with hobnail boots in his | 
effort to become prime minister. 

But the more important questions 
centre not on Hayden's motivation in 
leaving the foreign affairs portfolio. 
They have to do with his performance 
during five-and-a-half years as foreign 
minister in a government he had once | 
hoped to lead. What sort of foreign 
minister was he? And what sort of le- 
gacy does he leave his successor, Sen. 
Gareth Evans? 

The record suggests that Hayden was 
a competent, diligent, hard-working | 
and hard-travelling minister. But the 
job is a difficult one and Hayden may 
have felt that he has had less impact 
than he might have hoped for. 

The foundations on which Hayden 
built were laid by former prime minister 
Gough Whitlam, for whom Hayden re- | 
tains enormous regard. Until 1973, | 
Australian foreign policy was sclerotic, | 
trapped in the sterile certitudes of the | 
Cold War. Liberal Party governments 
had, for 23 years, divided the world into 
blackhats and whitehats, into com- 
munist states and non-communist 
states. There was no subtlety, no flexi- | 
bility. | 

Whitlam, though far less radical than 
some of his conservative critics liked to 
suppose, gave the country a new and al- 
together healthier relationship with the 
world. He recognised China, acceler- 
ated the withdrawal of Australian forces 
from Vietnam and took a greater in- 
terest in the Third World. 
























David Jenkins, a former REVIEW re- 
gional editor, is a senior foreign af- 
| fairs writer for The Sydney Morning 
Herald. 
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His principal shortcoming in foreign 
affairs — and Hawke has shown that he 
is acutely aware of this — was that he 
sent the wrong signals on the US ak 
liance, upsetting not just Washington - 
but also the Australian electorate, 
notoriously sensitive to anything more 
than fine-tuning in this area. 

Whitlam also got off to an unfortu- 
nate start when some of his new minis- 
ters, trooping into office after 23 years 
on the opposition benches, fired off 
moralistic salvos against the US' 1972 
Christmas bombing of Hanoi. That set 
the tone for the next three years during 
which Washington fretted. 

Washington's concerns were, of 
course, exaggerated, a realisation that 
came later. Whitlam had, in the key 
areas, done little more than the Ameri- 
cans themselves. He cleared away the 
dead growth of the Cold War, adopted a 
slightly less supine attitude towards 
Washington and left it at that. 

In large measure, former Liberal 
rime minister Malcolm Fraser and 
lawke carried forward Whitlam's for- 

eign policy. Bi-partisanship became the 
name of the game. And Hawke, who is 
all about pragmatism and winning 
votes, showed that he had taken aboard 
the lessons of Whitlam's excesses, both 
at home and abroad. 

On the foreign-policy front that 
meant, above all, establishing a rapport 
with the US. Hawke became, in fact, 
more Catholic than the pope, more pro- 
American even than Fraser. Politically, 
the policy was a winner. 

Hayden, the son of an American 
piano tuner who entered Australia ille- 
gally, had as opposition leader been 
deeply sceptical of the alliance and had 
been forced to make a humiliating back- 
down from his pledge to ban nuclear- 
armed ships from entering Australian 
ports. But he largely came around on 
the importance of the links with the US. 

On the other delicate foreign- policy 
issue of the early days — Indonesia's an- 
nexation of the former Portuquese col- 
ony East Timor — Hayden was at one: 
with Hawke in displaying unabashed 
pragmatism. From the start, the two 
men steadfastly ignored the uncom- 
promising anti-Indonesian rhetoric of 
the 1982 Australian Labor Party confer- 
ence resolution on East Timor, which 










had. been carried overwhelmingly. 
. The establishment of a sensible re- 
lationship with the US may be the foun- 
dation stone of the Hawke govern- 
ment's foreign policy. But Hayden also 
pursued diplomatic initiatives to ad- 
vance the cause of disarmament and to 
promote the search for a resolution to 
the Cambodian standoff, though in 
neither case with much success. 

The first initiative had some impact 
but foundered on Australia's limited in- 
ternational clout and the government's 
fear of pushing the Americans too far. 
The second ran aground on the shoals of 
indifference and anger in the region and 
on the sheer complexity of the task. 


In each case, there was suspicion that p SD 
Labor's foreign policies owed more to 


domestic political considerations than 
to anything else. The disarmament ini- 


tiative was a calculating genuflection to |- 


the party's leftwing, a bid to pre-empt 
the anti-nuclear splinter movement. 
The Cambodian initiative was another 
bone thrown to the Left, a consolation 
for the eminently sensible overturning 
of hard-line party policy against In- 
donesia's harsh takeover of East Timor. 
It also gave Hayden a chance of playing 
the role of statesman. 


n other areas the record is patchy. 
The Hawke government has not, de- 


spite criticism from the opposition Libe- | 
ral Party, neglected Northeast Asia. | 


But. Hayden, indefatigable traveller 
that he was, never really got off the 
mark the way he should have in the 
South Pacific. Although he was a fairly 
regular visitor to Papua New Guinea, he 
waited more than three years before he 
ventured anywhere else in the 
Pacific, putting countries such 
as Hungary and Honduras 
ahead of Fiji and Vanuatu. 

He made an extensive tour 
of the South Pacific only after 
criticism of his apparent lack of 
interest in what is rapidly be- 
coming a key area of concern 
for Australia. Despite continu- 
ing trouble in New Caledonia 
and Fiji, he never went back. 
Amazingly, he waited almost 
four years before he made his 
first visit to New Zealand, a 
delay that caused strong feel- 
ings in Wellington. Evans has 
made it clear that he will not be 
making the same mistake. 

Alan Renouf, a former per- 
manent head of the Foreign 
Affairs Department, has 
suggested that generally the Hawke 
government has been reactive rather 
than innovative in foreign policy. That 
is true of Hawke himself, less true of 
Hayden, as Renouf himself concedes. 
Hayden is a ruminative man. His mind 
ranges widely. As foreign minister, he 
gave a good deal of thought to key is- 
Sues. 

.In this regard he differed from 
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Hawke’s fend: US. ee of State 
George Shultz, an accomplished 
negotiator and seeker of compromise 
but a man ill at ease in the face of 
abstractions. All the same, if Hayden 
was capable of thinking conceptually as 
well as sequentially he did not allow 
himself to go too far down that path. 
Having thought through the general 
pattern of where Australia should be 
going and what it should be doing, he 
seemed content to immerse himself 
in the minutiae of day-to-day af- 
fairs. 

If Hayden did not push himself for- 
ward as a grand ene this 
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probably owed much to his recognition 
that there are clear limitations on the 
scope of action of a country with only 16 
million people. 

Like Helmut Schmidt, the former 
West German Social Democrat leader, 
Hayden presided over an essentially un- 
surprising — and, for the most part, 


cautious — foreign policy. It was one 
which was anchored on the American 
alliance but which reserved for Austra- 
lia the right to take an independent view 
as and when necessary. 

But there was more to the Australian 
foreign minister than that. Hayden may 


have had an attachment to caution. But 
there was also a bit of the gambler in 
him. He was prepared every now and 
then to throw a certain amount of cau- 
tion to the winds on issues about which 
he felt deeply. Human rights and Cam- 
bodia were two such cases. 

Hayden knew there would be a price 
to be paid if he tried to promote a Cam- 
bodian settlement. But he thought the 


erre 


mCT———— MÀ —— XM BRPRPRRRIRRAARERERRERRRURPRRERRRRRRRERREERERERRRRR E eRe 






ÓPÓ— 





Ar hr Wie AA Gy unn aP Lara Jer aa ll ful SS rang ay a RIA AR LEBER Sp Moran Arb e te NS SPUR meh mt meme Pm NA itt Aenea ma ei rem M 


possible benefits, however remote, jas- 


tified the risks. He failed to make any 


headway, as had so many others. And | 
the costs were considerable. Vietnam | 
may have welcomed his initiative. But iti 
displeased just about everyone else in. 


the region. Back home, the opposition 
Liberal Party said he was pursuing the 
foreign policy of an enthusiastic 
amateur. AH in all it was not a happy 
time. 


Hayden, however, remained unre- 


pentant. "There i is no dishonour for try- 1 


ing and failing," he observed not long 
before he resigned from parliament to 
take up his new appointment. “On the 
contrary, it is a great dishonour if you 
have the opportunity and don’t try for 
fear of failure." 

As foreign minister, Hayden's m- 
stincts were remarkably sound. He was 
good at handling policy on the run, 
making important decisions under pres- 
sure while journalists milled around 


outside his door, waiting for astatement. 
of Australian goals and strategy, He did: 


not have to backtrack much. This wasin 
marked contrast to Hawke. who fum- 
bled badly when Washington was plan- 
ning to test its new MX missile off Aus- 
tralian waters and who came in like à 
bull at the gate during the first Fiji coup 
Hayden's instincts were also right 
when Jakarta fulminated over criticism 
in the Australian press. Although warn- 
ing Australian journalists of the possible 
price they might have to pay if they 
wrote about sensitive regional issues, he 
wisely refused to publicly disavow the 
Australian press, as some in Jakarta 
hoped he might. 
What sort of a legacy will Hayden 
leave in foreign policy? 
bi | The former minister is 
b under no illusion that he has re- 
built Australia’s foreign policy 
from the ground up. He has. a 
shrewd eye for the limitations 
| which constrain Australian ac- 
| tions and is probably well 
| aware that the times do not 
permit dramatic innovation, às 
they did in Whitlam's day. Nor 
did he have an obsession with 
the sort of "initiatives" that 
| were a hallmark of the Fraser 
eff 
| 
| 





years, his Indochina orts 
notwithstanding. 

But his interests were al- 
ways global. Once, when US 
Secretary of State Shultz was 
upset that Hayden was sound- 
ing off yet agam about 
Nicaragua, he remonstrated 
with his Australian opposite number: 
"We don't understand vou Austra- 
lians," said Shultz. "Your backyard's 


down there. This is our backy ard. You : 


wouldn't like us interfering in some 
thing that concerns you down there." 
Rin whenever he recalls the story, 
seemed puzzled. When principles were 
involved, he seemed to say, it was all his 
backyard, i 
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" The government comes under fire for its tougher refugee policy 


By Emily Lau in Hongkong 


| H ongkong's refugee policy is increas- 


ingly coming under local and inter- 


national fire for alleged racism, brutal- 


ity and illegality, forcing the govern- | 
ment to promise a gradual opening and 
improvement of conditions in the closed 
camps in which Vietnamese refugees 
are held. 

In response to the most serous 
charges, Governor Sir David Wilson ap- 
pointed two Justices of the Peace to in- 
vestigate allegations by Vietnamese 
boat people that 90 of their number 
were beaten by prison officers after a 
hunger strike at the territory's Hei Ling 
Chau detention centre. 

The governor’s action followed de- 
mands by the UN High Commissioner 
for Refugees (UNHCR) and other wel- 
fare agencies for a full-scale, indepen- 
dent inguiry into the incident, said to 
have taken place on 18-19 July. Despite 
the prestige of the two JPs, former 
Hongkong Bar Association chairman 
Denis Chang and former hospital 
superintendent Edward Paterson, cri- 





ix ; By! Shim Jae Hooni in Taipei 
Dert strident rhetoric about China, Taiwan’s main- 
VJ land policy has become more flexible since July's 13th 
| national congress of the ruling Kuomintang (KMT). The 
A ng e of c contacts: with the mainland i is still ray and the: 


praras ananas 


- Taiwan SEES regulations on trade and visits 





| tics say the governor’s probe falls short. 

The hunger strike was held in pro- 
| test against. Hongkong's recently im- 
| plemented refugee screening policy. 
Vietnamese boat people arriving after 
l6 June are regarded as illegal immi- 
grants, unless they can prove they are 
political, rather than economic, re- 
fugees. 

Since the screening policy came into 
force, about 9,200 boat people have ar- 
rived in the territory. The government 
has yet to disclose how many of the 
screened boat people qualify for politi- 
cal refugee status, which would enable 
them to remain in the territory to await 
resettlement in a third country. 

If new arrivals in the territory fail to 
prove they are political refugees, they 
are subject to jail sentences, deporta- 
tion or both. The government here had 
earlier held preliminary talks with Viet- 
namese Government officials in Hanoi 
over possible repatriation of Vietnam- 
ese boat people, but Hanoi said it will 
only take those who return voluntarily. 
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Meanwhile, : some 15, 800 jius 
are still awaiting resettlement abroad. 
Of these, more than 13,200 are kept i in 
prison-like camps supervised by Correc- 
tional Services Department staff. De- 
teriorating living conditions in the over- 
crowded camps have become a serious 
source of concern. 

One of the camps, the converted San 
Yick industrial building, which houses 
more than 4,000 Vietnamese, has been 
singled out by critics as particularly of- 
fensive. Paul Cullen, president of the 
Refugee Council of Australia, visited 
the camp recently and later accused Bri- 
tain of breaking its international com- 
mitment to human rights by allowing 
appalling conditions to exist. Cullen 
castigated the overcrowded camp as 
"worse than any prison." 


S ome members of Hongkong's Legis- 
lative Council (Legco, the law-mak- 
ing body) have been urging the gov- 
ernment to change its long-standing 
humanitarian policy of offering first 
asylum to the boat people. 

Their criticisms of the refugees as 
economic migrants have hindered gov- 
ernment attempts to find new campsites 
for the Vietnamese because local resi- 
dents, taking their cue from these Legco 
critics, are putting up stiff resistance to 
camps being located in their areas. 

The Hongkong Bar Association ar- 


previously visited China in groups- but they have never 


been as distinguished as the three-member delegation of 
Academia Sinica, a top research organisation, which will at- 
tend the 22nd International Council of Scientific Unions in 
Peking from 16-20 September. 

The Foreign Ministry had opposed their going on the 
grounds that the Academia Sinica was under the direct con- 


trol of the president's office. and would have thus con- 
travened Taipei’s “Three No’s” policy of no i diaclaagieh no 


x: guise. 


contact and no compromise with Peking. . 

To circumvent the official affiliation, scientists here sim- 
ply launched a new organisation called the Union of Scien- 
tific Studies in Taipei and will be going to Peking under this | 
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gues that there is a discrepancy between 
the closed-camp policy here and Bri- 
tain’s commitment to the international 
standard on treatment of refugees, 
under the 1951 convention and 1967 
protocol on the status of refugees. 
Providing an education in local 
"schools for refugee children — even for 
those born in the Hongkong camps — 
has become an emotive issue for local 
parents, some of whom have opposed 
their entry to schools on account of their 
"different backgrounds." According to 
UNHCR figures, there are 5,414 re- 
fugees under 16 years of age in Hong- 
kong, most of them living in closed 
camps. Of these, about 3,000 are of 


school age. No statistics are available on 
children arriving since 16 June. 
A total of 1,185 children were born 
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in Hongkong to Vietnamese refugee 
parents. Of these, 153 born before 1983 
have permanent-resident status. They 
are therefore entitled under the law to 
nine vears of education. 

Children born in Hongkong after 
1983 can quality for permanent resident 
status only if one or both of the parents 
are Hongkong belongers. However, 
under the Immigration Ordinance, no 
refugee children born since 1983 can 
assume Hongkong belonger status. 
Neither are they entitled to normal edu- 
cation. 

Education for these refugee children 
is provided by the Hongkong Christian 
Aid for Refugees Organisation which 
runs a school in the Kai Tak open camp. 
Other welfare agencies run smaller 
schools in the closed camps. R 
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Malaysia plans to deport 
new Vietnamese refugees 


By Suhaini Aznam in Kuala Lumpur 
Af ben Thadand began 






year, neighbouring Malavsia found 
of castaways. Even though Thatand? 
now officially withdrawn the pol 
Malaysia plans to shut its doors 


though not in the same manner. 


à 


Any refugee who lands will be 
deemed an illegal immigrant and de- 
ported. Government officials are dente 
erately not saying when this policy will. 
come into effect to prevent another. 
huge influx of refugees, as happened 


last April after it announced 1 


x 


P 


close Pulau Bidong, the island camp olt 


Malaysia's east coast, within a year. 


Up to now, Malaysia has probably 
felt less pressure than her neighbours 7 
because the US, Australia and Canadas 
have been fairly receptive in resetting 
refugees from Malaysian camps. 
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Pon the 4,479 of xp 1987. 
—During his visit to Hanoi on 26-29 
ugust, Deputy Prime Minister Ghafar 
aba reiterated Malaysia’s decision not 
to accept any more refugees and to close 
: Pulau Bidong. Ghafar succeeded in per- | 
. suading Hanoi to accept some responsi- | 
 bility for the exodus from its shores. 
. Hanoi has finally agreed to attend the | 
international conference on  In- 
. dochinese refugees, spearheaded by 
Malaysia, that is planned for early next 
year, and to send a Vietnamese team to 
visit its 9,459 refugees on Pulau Bidong, 
to offer guarantees for their safety 
should they agree to be repatriated. 

As an incentive, Malaysia has agreed 
to help in their repatriation, but 
whether this assistance will take the 
form of financial aid or merely the pro- 
¿Vision of boats to send them back to Ho 
Chi Minh City has yet to be determined. 
Only five have so far agreed to return. 

^. The decision to reclassify future ar- 
Tivals is not a new hardline policy, 
.explained Foreign Ministry secretary- 
< general Datuk Yusof Hitam. Malaysia 
-has regarded the boat people as illegals 
_ from the start, he said, and only decided 
to soften this stand after the 1979 
. Geneva conference on refugees. It ag- 
reed to act as a country of first asylum 
.for “a reasonable period," provided 
that third countries took all the Viet- 
namese refugees in. El 
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The taxing by-elections 


Recent poll victories ease the way for tax reform 


|; By Charles Smith in Tokyo 


he ruling Liberal Democratic Party 

(LDP) won two by-elections in the 
Fukushima prefecture on 4 September. 
Like another by-election in the neigh- 
bouring Iwate prefecture, which the 
LDP lost in March 1987, the Fukushima 
polling coincided with a crucial phase in 
the ruling party’s moves on a controver- 
sial tax reform package. The Iwate de- 
feat had forced the government to aban- 
don a proposed new sales tax. 

Victory in Fukushima may not en- 
sure success for the tax package being 
promoted by Prime Minister Noboru 
Takeshita. But, at the very least, the 
election seems to have cleared the way 
for an all-out effort by the government 
to enact its programme. Soon after the 
Fukushima results were out, Takeshita 
called on opposition parties which have 
been boycotting discussion of the tax re- 
form to return to parliament and re- 
sume debate on the issue. 

The Japan Socialist Party (JSP), 
which unsuccessfully tried to turn the 
recent by-elections into a referendum, 
seems to recognise its setback on tax re- 
form. Of the three main non-communist 


_ Siren-song of money 


Japanese philanthropist's amateur diplomacy wins attention 


A: unusual event, a conference or- 
ganised by the Peace Foundation of 
the controversial rightwing figure 
“Ryoichi Sasakawa, has given leaders of 
-South Pacific island nations a chance to 
air their problems in Japan. Sasakawa, 
-:89, had invited the island leaders and al- 
most all of them accepted — one crown 
prince, two presidents, four premiers 
ind seven ministers from 10 countries 
= to the surprise of many, including the 
panese Foreign Ministry. 
They were drawn not only by Japan’ S 
jerging role as a regional aid donor, 
t also their high regard for Sasakawa 
d his charitable efforts in their region. 
- John Haglelgam, the president of the 
| dns States of Micronesia, may 
- have exaggerated a little, though, when 
i he said Sasakawa had “devoted his en- 
ire life to world peace” — just after the 
cific War the latter-day philan- 
hropist was imprisoned as a ‘suspected 
ir criminal, but was never indicted or 
Japan’ 8 occupation of some of 
fic islands. continues to evoke 
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bitter memories, the leaders at the con- 
ference were too polite to say so. 

Beyond the ties of war. Japan's links 
with the South Pacific islands are still 
tenuous. But Rodney Gates, New Zea- 
land's ambassador to 
Tokyo and something 
of a specialist on the 
Pacific Islands, said 
Tokyo did not need to 
rediscover the region's 
development problems 
all over again. Japan 
has, in fact, been send- 
ing aid missions to the 
Pacific islands for many 
years, but they keep on 
asking the same basic 
questions, because the 
aid bureaucrats are ro- 
tated regularly to other 
desks. 

Papua New Guinea 
Foreign Minister 
Michael Somare sug- 
gested one solution: 
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opposition parties, the Komeito and the 
Democratic Socialist Party seem ready 
to attend debates on the tax issue. 

Unlike the disastrous Iwate election, 
the Fukushima poll was complicated by 
a split within the local LDP, leading to 
the nomination of two rival conserva- 
tive candidates for prefectural gover- 
nor. However, Toshio Hirose, who ran 
as the nominee of the "mainstream" 
LDP faction in the prefecture also ac- 
cepted the support of the JSP. 

Ihis gave the LDP's central office a 
vital interest in securing the victory of 
Eisaku Sato, 49, a member of the upper 
house of parliament who was running as 
a conservative independent. Sato, who 
was supported by the outgoing Fuku- 
shima governor and top leaders of the 
LDP's central hierarchy, won the gover- 
norship with 685,791 votes, against 
461,350 cast for Hirose. The other part 
of the Fukushima double election was 
for the parliamentary seat vacated by 
Sato as he ran for governor. In this con- 
test, LDP's Kentaro Ishihara polled 
702,940 votes, against the JSP candidate 
Kazuo Shiga's 312,203 votes. ft] 


set up a permanent group of “wise 


men," possibly led by the chairman at 
the conference, Tadashi Kuranari, a 
former foreign minister. This would 
act as a clearing house for ideas 
on Japanese aid to the region. Somare 
also proposed a development fund, 
along the lines of (though smaller 
than) the recently announced © Ja- 
panese fund to channel US$2 bil- 
lion in assistance to Asean. Because 
the conference was a private one, 
Japan gave no official response to: the 
ideas. 
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BACKGROUND 


Skin-deep socialism 


The ‘revolution’ of 1962 was no revolution at all 


By Bertil Lintner in Bangkok 


Burma’s proclaimed 
“socialist” way was a 
cloak to disguise the 
reality that the 1962 
“revolution” was just 
another military coup 
` that delivered power 
into the hands of an 
AA inefficient and cor- 
PROFILE rupt military adminis- 
tration presided over 
by one man. And because it did not re- 
volutionise society, it sowed the seeds of 
its own downfall. 

For 26 years, the Burmese power 
structure has been quite simple: the tat- 
madaw, or armed forces, controlled the 
ruling Burma Socialist Programme 
Party (BSPP) and its subsidiary organi- 
sations, and the fatmadaw, the BSPP 
and the administration were controlled 
by Ne Win. 

Before the recent popular uprising, 
the BSPP was the country's sole legal 
political institution with more than 2.2 
million members. It had local party 
units in almost all the country's 314 
townships, barring the ones which were, 
and still are, under insurgent control. 

Young children were organised in the 
Teza Youth, which took its title from the 
nom de guerre of nationalist hero Aung 
San, and at the age of 10, they could join 
the Hse Hsaung (Forward) Youth. When 
they turned 18 they could become fully 
fledged members of the BSPP’s main 
Lanzin Youth Organisation. Several 
million young Burmese belonged to 
these organisations, which prepared 
them for party membership later on. 

Other mass organisations included 
the Peasants’ Asiayone, with about 7.7 
million members scattered in villages 
throughout the countryside. The 
5 million members of the Workers' 
Asiayone came from state enterprises 
and private factories. 

The civil administration was dele- 
gated to a number of "people's coun- 
cils” on different levels. But 
everywhere, the army-cum-party ap- 
paratus maintained the real power. It is 
worth noting that while the people's 
council chairmen on state and divisional 
levels were civilians or retired army offi- 
cers, the corresponding party commit- 
tee was usually headed by the most 
senior army officer in the equivalent 
command area. 

Everywhere, BSPP cells gave "poli- 
tical guidance," to use the official 
rhetoric. Even the Buddhist monks 
were organised along the same lines in 
the BSPP-directed State Sangha Maha 
Nayaka Committee. Overseeing the en- 





This is the second in a series of 
REVIEW briefings on Burma to give 
readers the background to current de- 
velopments in that troubled country. 


tire set-up was the dreaded, but highly 
efficient, Military Intelligence Service, 
now renamed the Defence Services In- 
telligence, whose agents and informers 
had penetrated every section of society. 
t first glance, Burma's system ap- 
peared modelled on the totalitarian sys- 
tems of Eastern Europe and other com- 
munist states. The control mechanisms 
seemed so absolute as to give no 
room for a successful popular uprising. 
Some analysts have long 
assumed that the BSPP sys- 
tem was a continuation of 
authoritarian Burmese tra- 
dition that had been givena 
socialist draping to suit 
more recent intellectual ex- 
periments. But others ar- 
gued that the most funda- 
mental mistake Ne Win 
made when he introduced 
his Burmese Way to So- 
cialism was that he did 
not revolutionise Burmese 
society in the same man- 
ner as, for instance, the 


Vietnamese communists 
did. He tried to exploit 
old traditions — au- 


thoritarianism, Buddhism 
and Marxism — in order 
to disguise something 
which was basically no- 
thing more than a crude, military dic- 
tatorship, alien to any previous Bur- 
mese concepts. 


Rac: than creating socialism, Ne 
Win’s “revolution” gave power to 
army officers with little or no experi- 
ence of how to administer rice procure- 
ment, distribute consumer goods or 
build a workable civil service. Today, 
60-70% of all civil servants are ex-mili- 
tary. The result has been gross ineffi- 
ciency and rampant corruption. 

To give the system a semblance of so- 
cialism, all organs of state control, and 
also the nationalised industries, were 
prefixed with the word "people." Beer 
and liquor came from the "People's 
Brewery and Distillery." Women had 
their hair done at "the People's Pride 
Hairdressing Salon." The public was 
supposedly protected by "the People's 
Police Force," while the previously 
highly professional judiciary was re- 


named "the Council of People's Jus- 
tices." Even pastries were sold by "the 
People's Patisseries.” 

Underneath all this, however, were 
remnants of the proud tradition of the 
Indian Civil Service (the elite of the pre- 


| coup bureaucrac9), a devotion to reli- 








gion and a yearning for the democracy 
Burma enjoyed from 1948 to the mili- 
tary takeover in 1962. Even the present 
president and BSPP chairman, Maung 
Maung, wrote in 1961: "Democracy 
calls for justice, liberty and equality 
which are the eternal principles of the | 
[pre-coup] constitution. " 

The mumbo-jumbo "ideology" of 
the BSPP never took deep root. Party 
membership was merely a way to bene- 
fit from the corrupt system and secure 
good jobs. And for the young, their 
party-affiliated organisations served so- 
cial, as opposed to ideological, pur- 
poses: in the name of Burmese purity, 
the government had banned dance halls 
and similar establishments where young 
people could meet. 

ut after 26 years of economic disas- 














ter — the effects of which every Bur- 


mese could feel — Burmese-style 
"socialist" authoritarianism was clearly | 
no longer attractive. Foreign radio 
broadcasts told the Burmese about glas- 
nost in the Soviet Union and economic 
reform in China. Even Buddhism was 
contrary to the ideology of the state. 
Since the popular uprising, monasteries 
have become centres for the resistance 
and monks have demonstrated and even 
helped rebuild the civil administration 
following the virtual collapse of the 
BSPP infrastructure. 

If Burma is to restore a multi-party 
system and free elections, it will have 
more solid ground on which to build à 
democracy than most other Asian na- 
tions, analysts say. Over the past few 
weeks, political parties have surfaced 
from underground, and the press, for 
years stifled by censorship, has begun to 
cover demonstrations and protest 


speeches. o | 





The Maori revival 


n 1 July, the New Zealand Government ordered the re- 

turn of a prime slice of harbourside land in Auckland to 
ownership of the local Maori tribe. Close to the centre of the 
city, flanked by two of the richest residential suburbs and with 
magnificent, panoramic views, it is a developers' dream. 
Now, instead of fetching up to NZ$300,000 (US$191,600) a lot 
from affluent white New Zealanders, it will serve people of the 
Ngati Whatua tribe. 

The return of the land at Bastion Point is a small part of a 
turmoil that threatens to shake normally placid New Zealand 
to its roots. A century and a half after Britain formally an- 
nexed the country and settlers founded a farm-based society 
dubbed **more British than the British," the relationship be- 
tween Europeans and the indigenous Maori is being radically 
re-examined and re-fashioned, with potentially explosive re- 
sults. 

White New Zealanders at least have long held dear a myth 
of near perfect race relations, adopting certain Maori place 
names, songs, war chants and emblems. The Maori, a Polyne- 


sian people who migrated from the northeast by canoe 
many centuries ago, were quickly outnumbered by Euro- 
pean settlers and within 50 years had lost most of their 
resources. To this day low achievement rates in educa- 
tion, lower earnings, higher unemployment and imprison- 
ment rates among the Maori are classic symptoms of a racial 
underclass. 

What is causing a change is a renaissance of Maori culture 
and a recovery of self-confidence under a new generation of 
determined and capable leaders. Maoris, now comprising 
12% of New Zealand's 3.3 million people, are a growing prop- 
ortion of the population — in part because of a high birth rate 
and partly because more mixed-race New Zealanders are de- 
claring themselves Maori. In addition, new government 
policies and court rulings have given legal weight to the long- 
flouted 1840 Treaty of Waitangi, under which sovereignty was 
ceded to the British Crown in return for guarantees of con- 
tinuing tribal control over their land, fisheries, forests and 
taonga, or treasures. 

Vast tracts of land are under formal claim by Maori tribes 
for return in whole or in part to their ownership or for com- 
pensation. Maoris are claiming half the fisheries. Both sets of 


Courts affirm Maori rights to land and fisheries 





By Colin James in Wellington 
"The Maoris claim 
and exercise owner- 
ship over the whole 
surface of the coun- 
try; and there is no 

: art of it, however 

emue onely, of which they 

Maori Challenge PS e know the own- 
ers," wrote William Swainson in New 
Zealand and. its Colonisation in 1859. 
"Forests in the wildest part of the coun- 
try have their claimants. Land, appa- 
rently waste, is highly valued by them. 
Forests are preserved for birds; swamps 
and streams for eel-weirs and fisheries. 
Trees, rocks and stones are used to de- 
fine the well-known boundaries.” 

Within a year of that book appearing 
colonists had dragged a reluctant impe- 
rial government into war with Maori 
tribes who refused to sell 
land the colonists consi- 
dered "waste." Since 
then the Maori had lost 
at every turn, until the 
late 1970s. Now the 
weight of the govern- 
ment and the courts is 
coming down on their 
side. 

The vehicle is the 
1840 Treaty of Waitangi 
between the British Gov- 
ernment and the great 
majority of chiefs. Under 
the treaty, the chiefs 
ceded sovereignty to the 
British Crown in return 





privileges of British subjects, while the 
document reserved for the chiefs full au- 
thority over their lands, forests, fisheries, 
villages and taonga (treasures). 

New Zealand Attorney-General 
Geoffrey Palmer regards the treaty as 
the basis for sovereignty of colonial and 
subsequent independent governments. 
“It is part of the basic law,” Palmer told 
the REVIEW. “It always has been in con- 
stitutional terms, because the legiti- 
macy of government in these islands 
flows to a substantial extent from it.” 
But that is a recent view. In 1877 the Su- 
preme Court declared the treaty a “sim- 
ple nullity” and for 100 years the protec- 
tion it was designed to afford to Maoris 
was negated. 

Confiscation of land, failure to honour 
contracts for reservation of land, a series 











for the rights and 


Reclaiming their heritage 


of acts of parliament that made land 
easier to prise out of Maori ownership 
— by applying individualistic European- 
style titles, taking land for public purposes 
or imposing charges that could only be 
met by the sale of the land — combined 
to reduce Maori land-holding to about 
1.6 million ha by 1912, about 5% of the 
country. A quarter of that has since 
gone, leaving just over 1.2 million ha. 

Parliamentary petitions were ig- 
nored, petitions to the British monarch 
referred back and even when a case was 
won in the Privy Council in London, 
New Zealand's highest appellate court, 
the local courts ignored it. 

On the land that was left and de- 
velopable, Maoris were hamstrung by 
multiple ownership which meant that 
decision-making was laborious and rais- 
ing of development capi- 
tal nearly impossible 
(loans could be raised 
only on individual titles) 
until the state began to 
provide it in the 1930s. 
That added further pres- 
sure to sell. 

The Maori people did 
not go empty-handed. A 
series of inquiries and 
commissions recom- 
mended monetary com- 
pensation for a number 
of claims and in some 
cases a return of land. 
But often the money or 
land was locked up in 
such a way — including, 


claims have a strong legal basis. Some Maoris are also claim- 
ing that tribal authorities should control distribution of gov- 
ernment social and investment spending on Maoris — and the 
government has said it will go some way towards that. If these 
claims are met, they will significantly alter the racial balance 
of access to capital and other resources. 

Already a maverick in the Western context under Prime 
Minister David Lange's Labour Party government, New Zea- 
land is being taken further along its own distinct path by the 
Maori resurgence. The move towards bi-culturalism and re- 
distribution of resources is welcomed by many non-Maori 
New Zealanders, who see it heading off worse racial strife and 
asserting their own stake in the South Pacific, but fear- 
ed by others as potentially interfering with their own 
economic well-being and access to resources. A European 
backlash has been developing, and fear of racial strife is cited 
by some as reason to emigrate. 

So far, violent racial incidents related to the shift in re- 
sources have been very few, and minor. But Deputy Prime 
Minister and Attorney-General Geoffrey Palmer, who as the 
government's chief legal officer has pushed ahead with radical 
new Maori policies, warns that “unless we provide the suffi- 
cient institutional and legal responses that address the grie- 
vances of a significant part of New Zealand society, we will 





face a conflagration.” 


for example, reserves leased out long 
term or in perpetuity to Europeans at 
ruinously low rents — that the tribe was 
left little better off. 

Thus the race which from the 1830s 
to the 1850s had supplied Auckland and 
even Sydney with food from extensive 
cultivations, transported in their own 
ships, was 50 years later, with few ex- 
ceptions, impoverished because its tra- 
ditional economic base, its lands and 
fisheries, had largely gone. Legislation 
also effectively outlawed many tribal 
fishery practices. 


S: Maori "development" for most of 
the 20th century has been to a con- 
siderable extent possible only with state 
assistance. Then the third Labour Party 
government in 1975 set up the Waitangi 
Tribunal to hear Maori grievances and 
recommend redress. Initially its juris- 
diction was confined to new grievances, 
so it did not stem a rising tide of protests 
over land and against the annual cele- 
brations on Waitangi Day, a national 
holiday commemorating the treaty. 

But in 1985, the fourth Labour gov- 
ernment extended the tribunal's compe- 
tence back to 1840. A flood of claims 
has poured in: 160 claims are now be- 
fore the tribunal, relating to huge areas 
of land and substantial areas of coastline 
and for half the NZSI billion-a-year 
fisheries harvest. 

Ranginui Walker, an Auckland Uni- 
versity academic and chairman of the 
Auckland district Maori council, said 
the "coloniser" got "detached from his 
colonial roots" in the extension of the 
tribunal's jurisdiction. “I don't think 
they thought through the full implica- 
tions. It has opened a cornucopia of our 
history or a can of worms, whichever 
way you look at it," he said. 

The Waitangi Tribunal has followed 
North American precedent in interpret- 
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ing the treaty: where there is ambiguity, 
it favours the indigenous race. And both 
the government and the courts have fol- 
lowed suit. 

The government has begun writing 
into legislation sections that ban actions 
inconsistent with the principles of the 
treaty. One such section led the Appeal 


Court in June 1987 to ban the transfer of | 
land to New Zealand’s new semi-au- | 


tonomous corporations, created out of 
seven state trading departments, until a 


|, procedure had been worked out to pro- 








tect land that might be the subject of a 
claim. In its judgment the court expli- 
citly endorsed tribunal interpretations. 


In another case, a section stating that | 


“nothing in this act shall affect any 
Maori fishing rights,” which had been in 
the legislation for a century but never 
given legal weight, was reinterpreted by 
the High Court in 1986 to quash the con- 
viction of a Maori caught, with a Euro- 
pean, taking undersized paua 


sion. The European's conviction stood. 

A strict reading of the treaty gives 
the Maori people unrestricted access to 
traditional fisheries which, according to 
oral tribal records, in some cases ex- 
tended out of sight of the coast. 

A system of individual quotas intro- 
duced by the Ministry of Agriculture 
and Fisheries in 1986 to conserve failing 
inshore fish stocks cut right across that 
by gm jn property right in the quotas. 
Most ins 
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(a | 
shellfish). The Maori was related to the | 
tribe which had traditional fishing rights 
in the area and had given him permis- | 





ore fishing is done by Euro- | 


peans, increasingly in large fleets owned 
by corporations, and that entitled them 
to most of the quotas. The offshore 


| grounds are to a large extent fished by 


foreigners under licence or in joint ven- 
tures. 

The tribunal, in a preliminary report 
in June dealing with a claim brought by 
a group of the northernmost tribes, the 
Muriwhenua, found those tribes’ tradi- 
tional fishing grounds, and so their 
rights, covered the whole continental 
shelf. Applied nationally, this would 
mean an enormous shift in control of re- 
sources. Anticipating that sort of result, 
the government has for the past six 
months been trying to negotiate a com- 
promise settlement, and now expects 
success within a few weeks. 


Sor an even bigger issue will loom: 
tribunal recommendations on the 
massive land claims. The track record 
suggests the tribunal will recommend 
favourably on many of them 

Tipene O'Regan, chairman of the 
Ngai Tahu Trust Board, which is pursu- 
ing related land and fisheries claims, 
and a member of the fisheries negotiat- 
ing body, hopes the claims will “re- 


capitalise” his tribe. With ownership of 


the land and fisheries and the potential 
for exploitation or rental to other users, 
O'Regan said the Maori could regain 
both self-confidence and economic in- 
dependence. 

Another route to that objective 
being explored by the government is 
“devolution” more Maori control 
over state spending on Maoris. Already 
this is being done in Mana Enterprises, 
a NZS$1I million-a-year state-funded 
scheme to foster Maori enterprise 
through tribal and regional Maori au- 
thorities and in Maori skills training 
schemes. 

In April, the government proposed 
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to extend this principle to all spending 
on Maoris, setting up special units in 
government departments as a step to- 
wards channelling the spending through 
Maori bodies. In principle, officials ar- 
gued at the time, Maoris could set up 
separate schools and even hospitals. 

The proposal attracted little support 
among Maoris, who worried that special 
Maori needs and sensitivities would be 
buried in the “mainstream” depart- 
ments, or complained it did not go far 
enough. Whatarangi Winiata, professor 
of economics at Victoria University of 
Wellington, proposed that 15% of all 
resources should be handed over to tri- 
bal authorities. Bert McLean of the 
Tamaki Maori Development Authority 
said there should be a 50/50 split of all 
resources and the Maoris left to manage 
their share in their way. 

The Maori Council — a grouping of 
regionally elected councils — has ar- 
gued for a 50/50 constitutional split: a 
Maori arliamentary chamber 
alongside the existing single chamber, 
putting forward legislation to be consi- 
dered by an upper house. Auckland 
radical Pat Hohepa goes further 
still, seeking "autonomous con- 
trol of our resources — educa- 
tion, health, housing, the whole 
lot, we run it." That, he said, 
would include a separate justice 
system. But that view is held by 
few. 

O' Regan has been one of the 
few Maori voices in favour of the 
proposal. He sees strict limits to 
the process. "Our tribal au- 
thorities are not going to be de- 
livering neurosurgical services," 
he said. And he is not enthusias- 
tic about the Maori just becom- 
ing agents of state departments, 
with their own mini-bureau- 
cracies. "I am much more in- 
terested in getting our people on 
to a development path which 
they control, than in controlling all 
these other processes. " 

The government is now modifying 
the proposal so that it would be less far- 
reaching in extent and slower in im- 
plementation. Wellington has also 
started to shift its approach from one of 
justice and constitutionality to more 
pragmatic considerations to take into 
account rising fears and a potentially 
lethal political backlash. 

Thus Palmer told the REVIEW that 
“what is needed is a political settlement 
to the whole phenomenon". That 
means devising a framework for ad- 
dressing the issue as a whole. “The gov- 
ernment is now developing an overall 
strategy for handling the whole of the 
race relations issue by trying to work out 
exactly what the Maori people ought to 
be entitled to out of it and exactly what 
assurances have to be given to the 
pakeha |European| community . . ." he 
said. He aims to have the basic decisions 
made by the end of the year. Oo 





Black Power gang: breakdown of traditional customs. 


Adrift in the cities, 
a racial underclass 


By Colin James in Te Hapua 


"He iwi tahi tatou,” 
said British envoy 
Captain William 
Hobson at the signing 
of the Treaty of 
Waitangi in 1840, 
"We are one people." 
Those words shaped a 
myth which persisted for 140 years. For 
Maoris it was never true. They have for 
the most part struggled in vain to pre- 
serve their distinct way of life and 
they have never matched Europeans’ 
share of the economic and social be- 
nefits. 

The five tribes of the Muriwhenua in 
the far north illustrate the point. Their 
land was not rich and they relied heavily 
on the sea, often travelling out of sight 
of land to fishing grounds. In the area 


hy 





around Te Hapua, in the country's ex- 
treme north, there were once about 
2,000 people. Parengarenga Harbour 
teemed with fish even a generation ago. 

Now you can wait for hours for a bite 
and only 200 Maoris live in the Te 
Hapua area. Of those, a dozen have 
jobs and a dozen more are on a state 
training scheme in oyster farming. Since 
the post office was closed last year, it 
costs NZ$15 for the bus fare to Kaitaia, 
the nearest big town, to collect the 
NZ$134-a-week single unemployment 
benefit. 

One resource in Maori land — a vast 
reservoir of white sand at the Paren- 
garenga Harbour entrance barged out 
to a glassworks — fetches only a token 
royalty. Similar situations all across 
New Zealand force Maoris into the 
cities for economic survival. Now far 
more Te Hapua people, the Ngati Kuri, 
live in Auckland than in their own vil- 
lage. 


But since the return home three 
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years ago of Te Hapua-born Matiu 
Rata, a former Labour government 
minister of Maori affairs, to run the 
Muriwhenua Incorporation (which ad- 
ministers the remaining communally 
held land around Te Hapua), a century 
and a half of decline is giving way to 
some hope. 

If a Muriwhenua claim for return of 
their fishing rights is met by the govern- 
ment, shellfish will be farmed in Paren- 
garenga Harbour for export by air to 
Japan. In August, a large sheep and cat- 
tle farm developed by the Maori Affairs 
Department was returned to control of 
the Maori owners. There are plans for a 
hideaway tourist resort if a block of land 
can be recovered from government 
ownership. 

But even Te Hapua's optimists are 
wary. Nearby are the ruins of a 
previous self-help scheme half a 
century ago — individualised 
dairy farms long since out of pro- 
duction because they were too 
small and too remote. But some 
who left Te Hapua to find work 
20 years ago have been re- 
turning. Some young Maoris, 
brought up in the city, have been 
coming back to re-establish their 
roots and, as unemployment 
worsens nationally, to find a way 
of subsisting. 

But most Maoris are now town 
dwellers — nearly 80%, com- 
pared with 20% in 1945. Where 
even a generation ago, children 
brought up in Te Hapua spoke 
Maori as their first language, the 
city Maoris who come back are 
shy of speaking out on the marae, or 
meeting place, because they do not 
know the language or traditional pro- 
tocol. 

Those who moved to the city deliber- 
ately brought their children up speaking 
English in the belief this would prepare 
them better for employment. The mi- 
gration was akin almost to moving to a 
new country, for it meant leaving a 
milieu where Maori custom was ob- 
served, Maori food eaten and the Maori 
language spoken. Maoris swapped sea- 
sonal labouring on farms and public 
works for low-skilled factory work — in- 
itially in competition with Europeans 
but, since the early 1960s, with mi- 
grants from Pacific islands. About half 
of New Zealand's armed services are 
Maori, but the precise break-down is 
not monitored by defence authori- 
ties. 

In the cities, Maoris live mainly in 
suburbs of low-cost, state-subsidised 
housing. Driving through Otara in 
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Auckland is, for middle-class 
Whites from Auckland’s harbourside 
suburbs, like visiting a hostile, foreign 
country. The younger generation of 
Maoris in the cities is alienated from the 
dominant culture, but largely without a 
strong cultural identification of their 
own. Many — 6,000, according to police 
estimates — have drifted into gangs, 
which are often violent. 

Maoris are far more likely than 
Whites to be arrested. Some 32% of 
Maori males between 15 and 30 years of 
age are arrested for criminal offences, 
compared with 5.5% of the correspond- 
ing non-Maori age group. Maoris are 
more likely to be convicted if caught and 
more likely to go to prison if convicted: 
53% of the prison population in 1986 
was Maori. 
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earn their mana 


Mana is a central 
word to the Maori, 
connoting dignity and 
authority. To some 
extent mana goes with 
rank but it must also 





Maori be earned. In tradi- 
Challenge tional society, para- 
mount chiefs did not have automa- 


tic authority over chiefs of subtribes. 
Consequently there was always scope 
for a new chief to develop and assert a 
challenging authority. 

Something of that sort is taking place 
in Maori society today. A new leader- 
ship is providing the drive for develop- 
ment and change, challenging the con- 
servatism of the older chiefs who still 
have the formal authority. 

Maoridom is therefore in turmoil. 
Not only do old tribal rivalries persist 
rooted in centuries of battles over 
land and other grievances — but even 
within tribes there is disagreement 
about how to respond to the new oppor- 
tunities. 

For New Zealand authorities this has 











made negotiation of a new relationship | 


between the races difficult. because. 


the words of Deputy 


| 
In | 





Prime Minister and At- 
torney-General Geof- 
frey Palmer, there has 
been no single Maori 
"voice." 

The power structures 
are complex. The for- | 
mal structures are the 
councils and grand 
councils which adminis- 
ter the affairs of tribes 
or groupings of tribes. 
In addition there are 
boards which run tribal 
trusts, often set up to 
administer money paid 








Peters: forceful 





In 1987, 5.7% of Maori boys and 5% 
of Maori girls stayed to the end of 
secondary school, more than twice the 
proportion of a decade earlier but only a 
quarter of the proportion of non-Maori. 
Some 53% of Maori school leavers had 
no formal qualifications. Relatively few 
Maoris go on to university and, con- 
sequently, they are badly under-rep- 
resented in the professions. Compared 
with figures for non-Maoris, infant mor- 
tality is 50% higher, the proportion of 
Maori youth (15-24) hospitalised 1s dou- 
ble and the proportion of Maori youth 
admitted to psychiatric hospitals 50% 
higher. 

Maoris make up 22% of the un- 
employed and of those, 70% are under 
24. In some areas, more than 50% of 
young Maoris are unemployed. Thus, 





, Maoridom's new leaders 


by the government in compensation for 
land grievances, corporations set up to 
run huge farms on communal land, and 
other authorities with an economic base. 
Because these bodies have money, 
those who run them often develop 
power. They tend to be a new elite, edu- 
cated as lawyers, academics and 
teachers or from the churches. Sir Paul 
Reeves, the current governor-general 
and a Maori, was Anglican Archbishop 
of New Zealand. Many of the names in 
this survey have come through this 
route. So have radicals ("Maori 
nationalists” or separatists) such as Pat 
Hohepa, an Auckland academic, and 
unionists Atareta Poananga and Sid 
Jackson, who are active in causes such 
as the health services and prison reform. 
Overlapping all is the Maori Coun- 
cil, set up by the government in 1962 
with a European structure, divided into 
regional districts with elected councils. 
Initially a conservative government lap- 
dog, the council has — under the influ- 
ence of Sir Graham Latimer, a vice-pre- 
sident of the conservative opposition 
National Party — reflected the rise of 
the new leadership and become an 
agent of change, includ- 
ing the action which 
led to the Appeal 
Court's endorsement of 
the Treaty of Waitangi. 
This apparent shift is 
seen by conservative 
Europeans — and some 
Maoris as a 
minimalist response to 
keep the radicals at bay. 
Winston Peters, a Maori 
who is the National 
Party's shadow minister 
of Maori affairs, said in 
an interview with the 
Listener magazine in 





unemployment is not just a social issue, 
as in other countries, it is a racial issue as 
well. 

lan Pool, director of the Population 
Studies Centre at Waikato Univer- 
sity, says Maoris made up 18% of the 
population under 25 in 1986, compared 
with 12% overall. Even though Maori 
birthrates have fallen dramatically, 
Pool expects them to account for 
nearly half the population growth be- 
tween 1981 and 2011, and over that 
time to expand to about 18% of the 
population. 

If the disparities persist, the pros- 
pects for social disharmony are omin- 
ous. Even in sport, the great New Zea- 
land social cohering agent, Maoris are 
separating themselves from  Euro- 
peans. Increasingly, they play rugby 


July: “They [the radicals] don't repre- 
sent a cultural base, they are talking a 
language of sociology and, in some 
cases, communism." 

Peters has some basis for this in that 
some radicals have links with the Cuban 
and Libyan governments. Three lead- 
ing radicals — Hohepa, Poananga and 
Titewhai Harawira — visited Fiji in Au- 
p meeting coup leader Brig. Sitiveni 

abuka twice and on their return calling 
him an inspiration to the Maori. But 
that is a minority position even within 
Maoridom. 

However, Peters also underesti- 
mates the degree to which even conser- 
vative members of the older generation 
share the aspirations of the new leader- 
ship and even the radicals. The radicals' 

oals, if not always their methods, have 
ong been held by Maori leaders but 
submerged by failure to move govern- 
ments and the courts. 


eters, who came from a poor Maori 

family via a legal career to be seen as 
one of the most forceful members of the 
party and to be spoken of as potentially 
the first Maori prime minister, is an 
example of Maori who have used educa- 
tion and the professions as the route 
into full membership of European so- 
ciety. 

But increasingly during the 1980s, 
aspiring Maoris have chosen Maori 
routes. Matiu Rata, minister of Maori 
affairs in the third Labour government 
in 1972-75, for example, has gone out- 
side mainstream party politics to lead 
the Mana Motuhake Party. Mana 
Motuhake now threatens in the next 
election to break the half-century La- 
bour monopoly on the four seats re- 
served for Maori in the parliament. La- 
bour has held them since it formed an al- 
liance with the Ratana Church, a Maori 
Christian sect, in the 1930s. 

Mana Motuhake loosely translates 
as "Maori dignity and authority on 
Maori terms." It is an appropriate term 
for the emerging leadership. 

— Colin James 
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league, the “working-class” game, in- 
stead of rugby union, the gentlemanly 
code and the national game, though 
the current captain of the All Blacks 
team is a Maori. In summer they play 
softball rather than “middle-class” 
cricket. 

Intermarriage was common from the 
earliest times and there are few full- 
blooded Maoris, but this has not pro- 
duced some new homogeneous race. In 
fact, an increasing number of people 
who have as little as one-sixteenth 
Maori blood are claiming their Maori 
identity. Ranginui Walker, a lecturer in 
Maori studies at Auckland University, 
argues that this is because it gives other- 
wise rootless European-descended New 
Zealanders, 20,000 km from their an- 
cestral home, an identity. 


Finding their 
own voice 


hirty children under the age of five 

crowd noisily into a room on the 
Hoani Waititi marae, or meeting place, 
in Auckland where, surrounded by 
bright wall posters, five women teachers 
help the children with their activities. It 
is like thousands of other cooperative 
play centres around the country, but in 
this one only Maori is spoken. 

The Hoani Waititi centre is one of 
500 kohanga reo, or language nests, to 
which some 9,000 Maori under-fives go, 
around 25% of all Maori pre-school 
children. Before the scheme began, in 
1982, few Maori children had any pre- 
school education, which is not compul- 
sory in New Zealand. The centres are 
run entirely in Maori and are open to 
non-Maoris as well. About five non- 
Maori children attend the Hoani Waititi 
play centre. 

The kohanga reo reflect a growing 
determination among Maoris to restore 
their language to full working use and 
official status. The centres are sub- 
sidised by the state, but much of their 
funds come from fees charged parents. 
At Hoani Waititi the fee is NZ$50 
(US$31.65) a week, of which the gov- 
ernment pays slightly more than half. 

The emergence of monolingual 
Maori-speaking children at the primary 
school level has begun to create a de- 
mand for Maori-language primary 
schools. So far four, run outside the 
state education system, have been set 
up — one of them at the Hoani Waititi 
marae. That costs parents NZ$200 a 
term. No kohanga reo children have yet 
reached secondary school level, of 
course. But there, too, changes are oc- 
curring, ipin slowly. About 13 high 
schools are bilingual. 

The kohanga reo movement repre- 
sents a wider cultural renaissance of 
which language is only a part. The pre- 


Subscribe now 


and ensure your copy each week. 


{ r 
MN i grn i 
, -= ii 


r'arkastern] 








JETSPEEDED RATES 
cay ea [ im 
Brune 8$140 00 
China US$2450 | US$4500 US$80.00 
nd sao o 
Indonesia US$18.00 USS5B 00 
Japan w6.900 00 w22.500.00 
Malaysia M$* 50 00 
Nepal US$19 50 US$64.00 
Pakistan Rs 240.00 Fis 790.00 
Philippines US$2800 | US$4900 
Singapore $$43 00 $88050 | 5$14000 
Sn Lanka ussisso | US$3450 US$60 00 
Thailand US$37 50 US$65. 00 
RestotAsia | US$2450 | US$4600 US$80 00 
North Amenca US$56 50 US98 00 
Bones aus NZS4500 | NZS8050 N2$140 00 
Ske con | t2050 £38 00 £66.00 
rane US$72 00 US$125.00 
SURFACE MAIL RATES 





. ». plus the Asia Yearbook 


Make the Asia Yearbook part o! your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything trom Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$27.50 or HK$215 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 


coupon. 


——————— 35 


| ouisoitcas A 
| O 3months CO 6months O ! year 
| Lj Please include the Yearbook at extra 


US$27 50/HK$215. For airmail delivery. 
please add: USS7/HK$55 





Payment of is enclosed 
| (Please print in block letters! 
| Name pr 
| | 
| hl. 
| Country 
O Jetspeeded (] Surface mail 


Cheque payable to Review Publishing Company Lic 
| enclosed 


| To: Circulation Manager 
Far Eastern Economic Review. 


| GPO Box 160, Hongkong WONCO915 


Á zn 





roolis | ‘not only teach children in 
Maori, but reinforee their Maoriness. 
[hat is an enormous change from the 
|960s when Maori culture was almost a 
useum piece, preserved for display to 
s and on ceremonial occasions. 
Vhere Maori language was taught in 
he universities it was as part of a course 
in anthropology along with archaeol- 
PEN S T 
- Now the language is semi-official — 
‘it may be used in courts, for example. 
There is a shortage of Maori- language 
‘teachers. It is unexceptional for Euro- 
-peans to include some Maori in formal 
. Speeches. State broadcasting networks 
. run a limited radio news service in 
Maori three times a day and, on TV, a 
. weekly affairs programme about things 
"| Maori and a weekly news programme in 
- Maori. Maori hopes for a publicly funded 
` Maori TV service have not materialised 
but one small privately funded radio sta- 
tion broadcasts mainly in Maori. 
Traditional arts and crafts — particu- 
larly wood carving and weaving — have 





ES Within the past six 
E months race relations 
has become the big- 
gest issue in New Zea- 
land. It dominates 
E working-class radio 
f talkback shows and 
i: middle-class dinner 
. party conversation. On the European 
_ Side there is a mixture of fear, anger and 
- | guilt; on the Maori, a mixture of anger 
| and hope. 

|. In the far north, gun-toting Maori 
| have harassed European fishermen. 
| Recently, Maoris on trial for arson told 
a court they burned down farm build- 
ings because the land was illegally oc- 
'upied. In Kaikoura, European fisher- 
men have threatened to burn down the 
cal: Maori marae (meeting places) if 
ntrol of the fisheries reverts to the 
aori. Fletcher Challenge, the coun- 
try's biggest company, has shelved plans 
for substantial investment in new fishing 
-boats because of uncertainty over fish- 
“ing rights. 

^. In some suburbs "White flight" has 
‘surfaced as Europeans leave neighbour- 
hoods and take their children out of 
Schools with high Maori populations. 
“Violence by Maori gangs and uncer- 
‘tainty over the future of race relations is 
one reason given by those joining the 
flood of emigrants to Queensland. 

= The issue is bicultural rather than 
multicultural. Third races make up only 
about 3% of the population, about two- 
hirds from Pacific islands. Being of 
imilar colour, Pacific Islanders are 
ften umped together bake Maoris 




























recovered. During the 1980s there has 


been an explosion of painting, 
sculpture, writing and films, both by 
Maoris and about Maori topics. Keri 
Hulme's prize-winning novel The Bone 
People and the film Utu (Revenge) 
about the 19th century land wars are 
two leading examples. In 1985, a large 
multi-tribal collection of traditional art 
and craft toured major US museums, re- 
kindling Maoris confidence in their 
own culture and, when it later toured 
New Zealand, making the large num- 
bers of Europeans who queued to see it 
fully conscious for the first time of the 
richness of Maori culture. 


he revival has taken many forms. 

Some younger-generation Maoris, 
brought up as “brown Europeans," be- 
came "super-Maori," hunting out their 
ancestral homes and painfully re-learn- 
ing marae protocol and their Maori 
heritage. Some in the middle classes, 
who have as little as a sixteenth Maori 
blood, are doing the same. 


Fear of dispossession builds _ 
a Pakeha backlash 


in European perception as underachiev- 
ers. To some extent this is true, but 
there are marked differences. Apart 
from Cook Islanders, their languages 
are distinct from Maori. Each islander 
group has its own social structure, in 
most cases centred on churches, which 
often unites them more closely than 
urban Maori communities. The Sa- 
moans in particular generally achieve 
better in education than the Maori and 
have done better in business. This has 
contributed to friction between some 
Maori and some islander groups. 


G: the race relations issue is essen- 
tially between Maori and Euro- 
pean. At one level it is prejudice. A pri- 
vate study last year of business attitudes 
towards the Maori, for example, found 
bank that managers routinely required 
more security from Maori than from 
Europeans and accountants were not 
actively interested in work from Maori 
businesses because of an assumption 
that they were likely to fail. 

One typical comment: “Generally, 
you don't find that the Maori is a good 
businessman. They don't have the cul- 
tural background that the European 
has, even [one] from a low, socio-eco- 
nomic background." A scandal over a 
Maori Affairs Department plan to bor- 
row US$300 million in 1986 from dubi- 
ous sources and evidence of misman- 
agement in some state-funded small 
Maori businesses, uncovered by Peters, 
have compounded these attitudes. Some 
discrimination exists in housing and hir- 
ing practices, though it is now outlawed. 
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This has often led to an excessive 
celebration of Maoriness and denigra- 
tion of European values — and to ex- 
pressions of nationalism, demanding 
either separatism within New Zealand 
or Maori rule. Separatism of another 
sort has made some bars no-go areas for 
Whites. Some Europeans now see 
themselves as discriminated against. 

To a large extent, the renaissance has 
been a matter for the elite. The ordinary 
Maori, beset by unemployment and 
other economic difficulty, has not been 
greatly affected vet. 

New Maori leaders insist the trend is 
"unstoppable." Yet in the sense of win- 
ning the battles over land, fisheries and 
devolution of government activities, it is 
stoppable, because Europeans, if they 
want to, have the numbers to do so and 
could import more Europeans, or 
Chinese, to bolster non-Maori num- 
bers. But in the sense of recovery of 
mana, or spirit, stopping the momentum 
now would be a risky business. 

— Colin James 


But it was not until the Treaty of 
Waitangi began to be used to force 
changes in land, fishing and devolution 
that tensions became serious. European 
economic interests were threatened. 
Many Europeans think the land and 
fisheries claims are being driven by radi- 
cals. The voices of relatively moderate 
leaders such as Sir Graham Latimer, 
lipene O' Regan and Bob Mahuta — 
and flat assertions by the Waitangi Tri- 
bunal that it cannot recommend dis- 
possession of Europeans of current land 
titles tend to go unnoticed and 
attention is focused on extreme state- 
ments. 

A real threat does exist to some 
Europeans’ economic security if Maori 
people gain control over some of the 
land locked into trusts, and raise low 
long-term leases to market levels. The 
whole of the commercial centre of 
Greymouth, a town with a population of 
7,000, is subject to a dispute of that sort. 

To that is added a fear for personal 
security. To many Whites, the most visi- 
ble aspect of Maoridom is the gangs and 
the occasional spillover of violence into 
their suburban world. To Maori claims 
for restitution, the usual European re- 
sponse is that what has been done has 
been done. In various forms, Euro- 
peans usually say that Maoris should do 
better in European terms and support 
special assistance to achieve that. 

But also there is considerable sym- 
pathy for Maori aims, though short of 
ringing endorsement. A survey for the 
Royal Commission on Social Policy esti- 
mated that nearly 5096 of New Zealan- 
ders thought the Treaty of Waitangi 
should be honoured. A newspaper sur- 
vey found 44% of the public in favour of 
returning inshore fisheries to the 
Muriwhenua group. The overtly racist 
anti-Maori group Is "d — Colin James 


Name one port 
that isnt different 
from all the rest. 
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Odds are you can't. Because, by 
virtue of geographic location, the 
very nature of the shipping industry 
itself, great circle routes and more, 
each and every port around the 
world is unique. There is no other 
port such as Hong Kong. Or 
Singapore. Or Kaohsiung. Or, indeed, such as 
PORT Hawaii. 

PORT Hawaii consists of seven deep-water 
harbors on four different islands and a medium- 
draft harbor on a fifth island. Honolulu Harbor, 
fronting the burgeoning downtown financial 
district of Honolulu, is the heart of the PORT Hawaii 
system of commercial harbors and is one of the 
busiest container handling facilities in the 








United States. Over 20 shipping lines regularly call 
on PORT Hawaii. 

Today, PORT Hawaii stands poised to play its 
role in the Age of the Pacific. We offer opportunities 
to astute companies seeking critical advantages in 
addressing the markets of North America, the Far 
East, Pacific island nations, Australia and New 
Zealand.We invite you to find out what PORT Hawaii 
can offer to your company's performance 

To help you do just that, we've produced a full- 
color 60-page PORT Hawaii Handbook packed 
with information. For your free copy, please write on 
your companys letterhead and address your 
request to: 1988-1989 PORT Hawaii Handbook, 
Harbors Division, 79 S. Nimitz Hwy., Honolulu, 
Hawaii 96813 USA. 


The best kept secret in the Pacific. 
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SHERATON TOWERS LITTLE THINGS MEAN A LOT AT SHERATON TOWERS LITTLE THINGS MEAN A LOT (S 





Not every hotel offers you your very own butler. A butler trained to anticipate your 
every desire. From packing or unpacking your bags to replacing a missing button 

Yet this is precisely the style of service we are so proud of at Sheraton Towers 
The name we've given to the special floors of our hotels designed specifically for 
senior executive guests. 











For those businesspeople who've come to expect such individual attention, it's 
more like staying at a private club, than a large hotel. 

With your own butler, who is miraculously only there when you need him, but not 
when you dont. At Sheraton Towers, it is often a little thing like privacy that keeps our 
guests coming back. 
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ATIONS AT ANY SHERATON HOTEL WORLDWIDE CALL - HONG KONG 3-739.3535 - SINGAPORE 732-6000 - KUALA LUMPUR 243-7522 BANGKOK 236-3535 - JAKARTA 380-7032 The ^oapftatiry peonpi ITT 





Europe’s Top Fifty. 
Now making daily appearances on the Swissair Tour: Europe’s most popular hits. Starting in 
Switzerland, the Tour includes all major venues and gives connoisseurs the opportunity to 
sample the only European airline to offer three classes on all its aircraft. There’s the reasonably 
priced Economy Class. The comfortable Business Class, where travellers can relax among fel- 
low business people. And there’s the luxury of our First Class. We look forward to your requests 


from our Top Fifty. Once you’ve experienced our legendary Swiss hos- 3 . 
pitality on our high-tech equipment, we think you'll call for an encore. swissairg; 





GUEST TRAVELLER'S TALES Anthony Paul 


@ NEWS reports speak of wholesale 
Soviet withdrawal from southern Af- 
ghanistan. Some 6,000 mujahideen are 
said to be mustering for a siege of Kan- 
dahar, capital of the key province of the 
same name. I ask myself: “Can it be... 
is it really probable . . . that Command- 
er Zafarruddin is winning his war?" 

It is, of course, possible that my low 
regard for Zafarruddin as a soldier had 
something to do with the way I felt the 
day I met him. I wasin a mujahideen en- 
campment under his command in Kan- 
dahar province. For the third successive 
morning, I had awoken with my face 
brushing the feet of a holy warrior who 
had lost both ears to leprosy. I was again 
served with tea spooned from a tin 
labelled Pervana Brand Distemper 
Powder. Once again, I asked: "May I 
see the commander today?" Again had 
come the reply: *He is busy sending or- 
ders to the front." 

In the manner of Western journalists 
of that war's early days, I had made my- 
self, on guerilla orders, look like a 
mujahideen by dressing in the local 
Pathans' kameez (long-tailed shirt), 
shalwar (voluminous cotton trousers) 
and /ongi (turban). If apprehended by a 
Pakistani border guard or an Afghan or 
Soviet soldier, I was to respond with the 
single word “Nuristani’ and look 
stupid. According to my Pathan escorts, 
people from Afghanistan’s Nuristan 

rovince were bumpkins and spoke no 
potion language. In this regard, they 
implied, I would closely resemble them. 

€ ON this third morning, the char maha 
(literally: the four-month wind) had 
risen as usual with the sun. Into our tent 
strode an emissary from the command- 
er: "He will see you immediately." 

My interpreter joined me. I knew 
him only as Achmed but over the past 
few days together, we had become 
friends. Doubtless, he felt he needed 
friends. A former Kandahar cinema 
manager, he had been taken prisoner 
when the guerillas ambushed a bus on 
which he was travelling. All those on 
board known to have been loyal to the 
Kabul government were shot on the 
spot. His life had been spared because 
one of the holy warriors remembered 
that Achmed spoke fluent English. He 
could thus be useful in dealing with vis- 
itors like me — or those other, more 
mysterious ferenghi back in Peshawar 
who might donate weapons. 

We walked perhaps a half-mile — 
out of the camp of about 20 conspicu- 
ously white tents scattered across the 
brown earth of three gullies. Beyond a 
low hill, we passed the guerillas' war 
trophies: a couple of Soviet-made how- 
itzers; two enormous 10-wheeled Cruz 
trucks, and two armoured personnel 
carriers. Beside them was another white 
tent. A tent-flap was lifted. I met Zafar- 
ruddin. 

€ THE officer was humourless, vain, 
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avuncular and 24 years old. Until his.de- 
fection to the guerillas two years earlier, 
he had been a second lieutenant in the 
Afghan army's 63rd Mountain Brigade. 
Now, he was being introduced to me as 
commander, southwestern front: in 
charge of all guerilla forces of the Hezbi- 
Islami — Afghanistan’s oldest anti- 
communist guerilla organisation — in 
Kandahar, Zabul, Ghazni, Uruzgan 
and Helmand provinces. 

A field telephone stood beside him. 
There were no wires. The commander 
refused to answer most of my questions: 


question which bothered me and I made 
it my last. 

All his secret base's tents, white 
against the brown earth? All the booty 
flagrantly displayed in the open? Ac- 
cording to his own intelligence, the 
Soviets — based at Spin Baldak, a short 
hop away — had some 50 helicopters, 25 


Turbanned guerilla: Anthony Paul in Kandahar. 


jets, 400 to 500 tanks. I asked the young 
officer: "What plans do you have for 
guarding against aerial reconnaissance 
and attack?" 

Translation took an unexpectedly 
long time. When Achmed turned to me, 
his normally agile face seemed oddly 
set. Suddenly, I realised that, despite 
his situation, he was struggling to sup- 

ress mirth: "The commander is saying, 

ony-sahib, the commander is saying 
that when the Russian jets are coming, 
his forward defence line is telephoning 
him. Immediately, he is putting bushes 
on the tops of his tents." 

e ASI write this, newsagencies are re- 
porting massive rocket barrages on 
Kabul from mujahideen positions in 
mountains around the capital. Kabul 
begins to seem very much like doomed 
Phnom Penh in 1975, as Khmer Rouge 
rockets indiscriminately maimed resi- 
dents. | am reminded of a conversation 
about military strategy which I had in 





Peshawar while negotiating my visit to 
Zafarruddin's base with Gulbuddin 
Hekmatyar, the Hezbi-Islami political 
leader. 

He and his warriors, Gulbuddin had 
been telling me, were very much aware 
of other Asian insurgent leaders' tactics 
and strategy. Mao Zedong had made 
the Chinese countryside's twin themes 
of people and food his revolution's cen- 
trepiece. In Vietnam, Ho Chi Minh had 
adapted Mao, exploiting tropical jung- 
les to hasten the process of the "coun- 


| tryside surrounding the city." 
"Military secret." But there was one | 


Afghanistan had few trees, the 
Hezbi leader pointed out, but it did 


| have mountains. "Mountains are our 


forests," he told me. “Just as the 
Americans could not compete with the 
Vietnamese in the jungle, the Russians 
will fail in the mountains. " 

€ IN the Afghanistan war's early years, 


| one good source of background mate- 





rial were Lahore's inexpensive reprints 
of 19th and early 20th century texts by 
British soldiers and scholars. The writ- 
ers were men who had come here when 
their armies and politicians were caught 
up in what a Czarist foreign minister had 
called the "tournament of shadows" and 
Kipling knew as the Great Game. 

Memories linger of two such books. 
The first was Passing It On: Short Talks 
on Tribal Fighting on the North-West 
Frontier, written by Gen. Sir Andrew 
Skeen in 1932. Granted the mujahideen 
were "as hard as nails," the old cam- 

aigner had written for his subalterns. 

ey "live on little, carry nothing but à 
rifle and a few cartridges, a knife and a 
bit of food." But the guerillas had their 
weak spots, he insisted: "Things in 
which you and your men should excel — 
discipline and fire power." Sir Andrew 
advised dismissively: "Use these to 
combine fire and movement . . . and 
handicaps of heavy boots and equip- 
ment and the enemy's freedom to select 
the point of attack fall into their proper 
place." 

The other book was a collection of 
Afghan poetry translated by the Pushtu 
scholar, J. Bowen. There was one ex- 
cerpt which seems relevant to the course 
of this 10-year war — Bowen's transla- 
tion of the anonymous but instructive 
ballad, A Pathan Warrior's Farewell: 

Now, when our house its mourning 

wears, 

Do not thyself give way to tears: 

Instruct our eldest son that | 

Was ever anxious thus to die, 

For when Death comes the brave 

are free — 

So in thy dreams remember me. 

Of the two writers, the poet appears 
to have come closer to the truth than the 
general. I have trouble believing that 
commanders like Zafarruddin have won 
the war. But the war, most likely for 
reasons best expressed in that ballad, is 
clearly being won. 








On-time again. 


Whether they're on 
pleasure or business, 
passengers demand 
on-time performance 


from their airlines. 


And they’ re getting it from CFM56- 
powered aircraft. While building 
up over 8,000,000 flight hours, 

the engine has set an on-time de- 


parture record that's consistently 


over 99.9%. 


That's because the CFM56 is tops 
in reliability. It's also demonstrating 
the low maintenance that can add 
up to more than SI million of sav- 
ings per engine in the first five 


years alone. 


The CFM56: With passengers, it 
means on-time performance. With 


airlines, that means good business. 
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The little man makes a huge contribution to Taiwan’s output 


Awash in a sea of money 





By Shim Jae Hoon in Taipei 
t is just 7 a.m., but already the streets of Taipei roar with being opened to imports of produce of wl 
motorcycles tearing the air as people rush to work. Along | have an (expensive) abundance 
the footpaths, street vendors open their mobile stalls, In a single generation, Taiwan's ni 
selling coffee and rolls to office workers too pressed for time earned it international acclaim, something w 
to have breakfast at home. the leaders of the ruling Nationalist ( Kuon 
In essence, this is the story of Taiwan's remarkable eco- | Party even when they were in the mainland 
nomic resilience and success. From a colonial agrarian base | forces of revolutionary communism before 194 
for Japan in World War II, it has become a mini industrial In the words of senior government officia 
power in the region, building on a base of light industries. nomic achievement “has no precedent in th 
Taiwan's economy is fuelled by millions of small indepen- of China's history," punctured as it is with 
dent entrepreneurs like the street vendors, flooding the and deprivation. Sampling the taste of tod; 
world's major markets with consumer goods ranging from he surveyed the economic scene, a seni 
fresh chrysanthemums for Japanese homes to microchips for marked to the REVIEW: "We have enough n 
computer makers in the US. Their small- and medium-sized thing we need — even friendships!" 
factories and businesses, typically employing up to 50 work- Given Taiwan's isolation from the intern 
ers, contribute 94% to the island's total production of goods ity, that was an understandable. if coi 
and services. Taiwan is recognised by 22 countries, mi 
The sum of these tiny parts stands as an awesome towerof | states like itself strung across the South Paci 
achievement. At the end of a decade bean. And much of th: 


of solid growth at an average rate of 9% cemented by the powe 
a vear, Taiwan has accumulated the sometimes defence ud 


world's second highest foreign exchange ON OTHER PAGES But in Taiwan s newly fo 


reserves with USS$71 billion, surpassing self-confidence, one does 


West Germany and trailing only Japan, Economic planning — 52 hubris and arrogance. Att 
a feat the local press trumpets almost Liberalisation —______ 55 of the KMT in July, Chen 
daily. . Technology 57 members of the central advis 

But the rising trade surplus with the Trade 62 — a citadel of conservati! 
US (US$16 billion in 1987) has also re- Aaricult 64 ing to the dream of returi 
minded the Taiwanese of the price they Loi say ique i aC triumph — proposed offering US$ 
have to pay for success. While the surplus Labour —— ————— 66 in grants to Peking if it renoun 


this year is expected to slide to about Education — — — — — 68 munism 
USSIO billion, Taiwan farmers face the What astounded 
unpalatable prospect of their markets not so much China's reje 
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posal as the simplistic mindset which inspired such incongru- 
ous ideas in the top KMT leadership. As a piece of propagan- 
da, it dramatically underscored Taiwan's pride and confi- 
dence, but as a serious proposal, it appeared almost un- 
worldly, even crass. 


Nonetheless, this episode throws light on Taiwan’s chief 
national agenda today — the question of how President Lee 
Teng-hui should harness such confidence in dealing with 
myriad social, economic and political problems attendant to 
an era of adjustment and transition. 

Taiwan’s economic and political institutions, tailored to 
suit the needs of the strongman politics of former presidents 
Chiang Kai-shek and his son 
Chiang Ching-kuo (Lee suc- 
ceeded Chiang Ching-kuo in 
January), have come under 
growing strains since the end of 
the Chiang family rule. Without 
a sweeping reform of the exist- 
ing institutions based on an au- 
thoritarian concept, the base of 
the achievements could be 
eroded rather than sustained. 

More immediately, Presi- 
dent Lee needs to tackle a new 
policy towards the mainland, 
restructure the economy to re- 
duce surpluses and trade fric- 
tions, re-orient investment and 
upgrade archane political in- 
stitutions — issues which are in- 
terlinked. “Decentralisation in 
the governments economic 
management entails democracy 
at a political level," says Simon Cheng, chief editor of The 
Commercial Times. 

In the economy, it means a greater degree of privatisation 
in all sectors of state-controlled industries — banking and 
steel, airlines and shipbuilding, shipping and monopolies. 
Deregulation involves reducing the government role in in- 
dustries and allowing the market to determine interest rates 
and prices. In Taiwan, so vast is the area of government con- 
trol it sometimes looks as if all major industries belong to the 
government. Even the ruling KMT runs a string of business- 
es, most prominently big newspapers and television stations. 

Pressure for a new mainland policy has been building 
on the KMT ever since the 
November 1987 decision allowing 
Taiwan residents to visit China for 
family reunions. Several hundred 
thousand people have applied for 
visits, and those who have re- 
turned have done so with a new 
sense of realism regarding their ul- 
timate aim of union with the main- 
land. 

In the nine months of his presi- 
dency, Lee has toned down the old 
rhetoric about "recovering" China 
under the KMT's banner of the 
Three Principles of the People. 
The 13th KMT congress in July 
pursued the general trends of more 
exchanges by stating Taiwan's 
readiness to participate in sports 
and cultural events on the main- 
land. On top of easing restric- 
tions on indirect trade, which 
last year amounted to US$1.5 bil- 
lion, the congress also approved 
the import of 20 industrial raw 
materials, including cotton and 
coal. 

In another sign of progress, 
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Lee Huan: reform-minded. 


the customs authorities will no longer ban mainland goods by 
stamping them “made in bandit territory." This will, on top 
of ae tension, facilitate two-way trade — conducted 
through Hongkong and Singapore — to about US$2 billion 
this year, according to estimates. 

Politically, however, Peking’s concern has deepened over 
the isolated, if articulate, demands for Taiwan's indepen- 
dence. P eem rightly, it remains apprehensive of the impact 
that Lee's political reforms will have on Taiwan residents by 
making them increasingly reluctant to accept the mainland's 
socialism, moderate though 
that may now be compared with 
the past. In August, "high" offi- 
cials in Peking reportedly told 
James Hsiung. a professor from 
New York University, that 
China might stop insisting on 
applying. its communist party 
rule on Taiwan after its “rever- 
sion” to the mainland. The 
were said to have hinted at offi- 
cially renouncing the use of 
force on Taiwan, provided it 
really repudiated indepen- 
dence. 

By and large, President Lee 
accepts these trends of concilia- 
tion so long as Peking refrains 
from increasing military pres- 
sure on the island. However, 
China's further attitude will be 
affected by the pace of poli- 
tical reform under Lee, who is a native Taiwanese and there- 
fore suspect in the eyes of mainland leaders. China's con- 
cern over Taiwan's future status may turn into a nervousness 
as 1997 approaches, when British Hongkong reverts to 
China. 

Lee's election as KMT chairman has strengthened the 
shaky base of his power within the government and party. He 
and reform-minded Lee Huan — the popular KMT secret- 
ary-general — have together brought new blood into the cen- 
tral committee and the policymaking central standing com- 
mittee. The average age has fallen from 70 to 58 in the central 
committee, and from 70 to 63 in the central standing commit- 
tee. 

From the perspective of the 
substance of these reforms how- 
ever, the changes appear more 
cosmetic than fundamental. In the 
central standing committee, peo- 
ple like Soong Chu-yu, 46, and 
Chien Fu, 54, are admittedly more 
realistic than their predecessors, 
but there are many reservations 
about how forward-looking they 
can be, and whether they are pro- 
gressive enough to match the expec- 
tations of the public. 

“They are the neo-conserva- 
tives," says Taiwan National Uni- 
versity professor Chu Hai-yuan. 
Or even a new breed of KMT man- 
darins. Trained and intellectually 
| moulded by first-generation hard- 
liners who followed the Chiangs, 
they have risen through the party 
bureaucracy without fighting any 
serious popular elections. In fact, 
few top KMT leaders have ever 
contested popular elections. 

Even the new cabinet in Taiwan 
remains elitist and technocratic, 
















































ponsible more to the prime minister or president than to 
lic opinion. At the news conference unveiling the new 
inet, one minister, asked what changes he was seeking, 
replied acidly: “I’ve hardly walked into my office yet." | 
Thus, the cabinet members seem generally incapable of 
responding to the desire of the moderate middle-class, or of 
the working and farming sectors, for a more representative 
form of government fulfilling their demands for a better qual- 
ty of life and more participation in the nation's political pro- 
cess. A great majority of Taiwan residents feel they miss the 
quality of life commensurate with their annual median in- 
- come of US$5,000. 

-> Others say they are tired of double-speak dominating 
-many aspects of the island’s social life. As opposition politi- 
-cian Huang Hsin-chieh put it: “In Taiwan, something we al- 
ways can talk about but not have is mainland recovery. 
“Something we always have but can never talk about is our in- 
< dependence." 


Social unease 
the price 
of development 


-By Johnathan Moore in Taipei 
| hen a farmers' protest in May turned into one of the 
worst incidents of rioting in Taipei in 40 years, gov- 
ernment officials responded with grave pronounce- 
¿ments that Taiwan's economic, not political, future could be 
in jeopardy. 
_ |. As Taiwan is preparing to enter the high technology phase 
_| of its economic development, signs of social unease are seen 
cas threatening to derail the progress of rapid economic ex- 
-|> pansion along with social harmony and even distribution of 
^ wealth which has been Taiwan’s proudest achievement. Not 
| 4 only social problems, but also rising labour costs could cause 
| investor willingness to decline, officials complained. 
|| s^ Maintaining social stability is “the number one task at 
-| hand," said Yeh Wan-an, vice-chairman of the Council for 
^| Economic Planning and Development in a recent interview. 
|... By promoting export-led economic growth in the 1970s 
cand early 1980s, Taiwan has overcome deepening diplomatic 
-isolation and become a model of economic development. 
GNP grew by 1175 in 1987, and the government forecasts a 
.still-respectable 7.2% this year. Per capita income is ex- 
“pected to pass US$6,000 by the end of this year. Taiwan is the 
world's [3th-largest trading nation and boasts foreign ex- 
change reserves of USS70 billion — evidence of what Taiwan 
planners call the economic miracle. 
That growth has not been without its costs. Taiwan’s cities 
are choked with smog, its rivers with effluent. Concern over 
the degraded environment has led to protests. Workers and 
- farmers, watching from the sidelines as broader society has 
grown richer, have taken to the streets to demand their share 
. of the new prosperity. Peaceful demonstrations by various 
"groups have become an almost daily occurrence in Taipei 
. since martial law was lifted on 15 June 1987. | 
-~ The government faces perhaps its toughest challenge yet 
.in drawing up development policies that can keep Taiwan's 
growth alive under an unfamiliar set of economic as well as 
- political rules. 
.. With Taiwan's trade surplus bringing pressures from the 
US and adding to monetary imbalances onshore, the coun- 












































The main opposition Democratic Progressive Party 
(DPP) not only talks about democracy and wants to have 
more of it, but even fights harder for it these days with recur- 
ring rallies and demonstrations. In next year’s elections for 
the Legislative Yuan, the DPP plans to campaign for popular 
elections for all three chambers of the national parliament — 
the lawmaking Legislative Yuan, the National Assembly 
(presidential electoral body) and the Control Yuan (national 
investigative agency). 


ut few analysts think the DPP will win more than 30% 
of the popular vote — it won 23% in 1986 — plagued 
as it is by factional infighting and a shortage of talent. 
The weak support for the DPP is due not to the KMT's popu- 
larity, but to the public's perception of it being yet unready to 
govern. In fact, there is no need for such concern, because 
the DPP, even if it won all elective seats, would still be in the 
minority. The three chambers are dominated by ageing de- 
puties who have not faced election since 1947. 

A wholesale removal of mainland seats as demanded by 





try's ninth four-year plan departs from the previous plan's 
central focus on export growth. Instead it emphasises the de- 
velopment of non-polluting, high technology industries and 
upgrading Taiwan's traditional, labour-intensive manufac- 
turing to higher value-added production. Priorities also in- 
clude reducing the trade surplus, developing the island's in- 
frastructure, increasing domestic investment and generally 
preparing itself for a switch to a high technology and service 
industry economy. 

Armed with a new confidence that the economy itself is on 
the desired course, the planners are now stepping back to 
allow more free market influence to shape Taiwan's growth. 
Less government involvement will mean pursuing goals more 
through broad guidelines and incentives than directives and 
regulations. It will also mean beginning the slow process of 
privatising state-run banks and industrial enterprises. 

The new determination to develop the island's infrastruc- 
ture and improve social conditions is paralleled in the politi- 
cal sphere by gradual Taiwanisation of the ruling mainland- 
derived Kuomintang (KMT). In President Lee Teng-hui, 
Taiwan has its first island-born head of state, and the party 
established an unprecedented Taiwanese majority in its pow- 
erful central standing committee at the 13th National Party 
Congress in July. 

The depth of the changes now under way is critical for 
Taiwan's development because as stirrings of democracy are 
seen in society, the government needs the cooperation of its 
people more than ever to put through its reforms. 
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tional parliament, thus undermining the KMT's claim to rep- 
resent China. If that happened too precipitously, Peking 
could regard it as yet another sign of Taiwan moving inexora- 
bly towards independence. 

The present constitutional order — though grossly lacking 
representativeness — seems necessary to maintain the ad- 
justment and transition towards a fuller form of democracy. 
For example, Lee has to be chosen by the National Assembly 
should he opt for a second term in May 1990. (He succeeded 
Chiang Ching-kuo from the vice-presidency without a vote.) 
Taiwan's president cannot be elected by popular votes unless 
the constitution — originally promulgated in China in 1947 
— is updated to reflect modern needs. Few KMT leaders 
would risk proposing a revision, for fear of tampering with 
the sacred cow of mainland legitimacy, or raising questions 
over their own rights to be in office. 

Given the logjams in the way of reforms, the constitution 
looms as a major issue of contention in the future. At least 
until that time, Lee can plod only slowly, focusing his efforts 


Its challenge is to prove to Taiwan’s people for the first time 
that it is serious about improving people's livelihoods. 

One of Taiwan's most notable achievements has been the 
general absence of large, inefficient industrial projects that 
often occur in developing countries. A common pattern, as in 
many Latin American nations, is to build factories more ad- 
vanced than the rest of the industrial base, hoping the for- 
eign-built projects will help pull industry along. 

Taiwan, with state and not foreign investment leading the 
way, has instead moved through development phases that 
have stressed the use of the resources it had available at the 
time: Strategic industries of the 1950s were labour-intensive 
and agriculture-based, like food processing, textiles and ce- 
ment. Although Taiwan adopted a policy of import substitu- 
tion — the production of consumer items onshore to save 
scarce foreign exchange — the economy was largely sup- 
ported by the agricultural sector. 

Taiwan began to promote consumer electronics, 
appliances and downstream plastics in the 1960s, with the 
critical policy switch from import substitution to export 
promotion in the mid-1960s as US aid ended. The 1970s was 
a period combining export promotion with backward inte- 
gration, or developing production of intermediate and capi- 
tal goods, in key industries, like petrochemicals, electronics 
and machine tools. That period was Taiwan's time of eco- 
nomic takeoff, reinforced by an infusion of direct foreign in- 
vestment and technology. 

Throughout, the Taiwan Government has played an 





the DPP would lead automatically to “Taiwanising” the na- i 
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on marginal improvements such as popular voting for the 
mayors of Taipei and Kaohsiung or direct election of the 
Taiwan governor, towards which the government is working. 
These officials are now appointed by central ts 
Evidently, the political opposition has not much choice: 
but to continue what it has done in the past two years — oF 
ganising rallies and demonstrations to put more pressure on 
the government. The intensity of public protests — as evi 
denced by the 20 May riots in Taipei in which hundreds were. 
injured — goes on rising. 
By all indications, Taiwan remains deeply troubled by. 
wide gaps dividing its prosperity and political development. - 
Judging by media comments on events unfolding in South 
Korea and Singapore recently, people take note of a similar 
race here between a politically mature population demand- 
ing quick changes and a government lagging behind them. In 
Taiwan the China factor seems to have rendered its ponien E 
only more intractable. F) 


enormous role in the economy — controlling through a come 
bination of direct investment in strategic industries and regis 
lation of exchange rates, business licences, import duties and: = 
trade restrictions. Pc 
The government invested heavily in industries which were 20 
too capital-intensive or too risky to attract private invest- 
ment, such as heavy metals, petrochemicals and power gen- 
eration. In addition, the underdeveloped financial sector 
made capital financing unavailable to all but the largest com- 
panies. As the major capitalist in Taiwan's economy, the gov- 1. 
ernment has thus guided policy by deciding which industries |^ 
would be developed. 


he government tn the past has discouraged the growth 

of large corporations which might challe: nge its political 

power, especially as most of Taiwan's businessmen are 
local Taiwanese, not mainlanders. This, along with a Chinese 
penchant for being independent in business has resulted in. an 
absence of large corporate groups, like South Korea's 
chaebol or Japan's zaibatsu, a notable exception being the 
Formosa Plastics Group conglomerate. 

The Ministry of Economic Affairs (MoE A) supervises thec 
major state enterprises. Some, such as China Stee! Corp.) 
(CSC), China Petrochemical Development Corp. (CPDC) 2. 
and China Petroleum Corp., were deliberately aimed at.de« 
veloping the upstream end of their respective industries. Of- 
ficial figures give the contribution of state enterprise to capt 
tal formation as around 22.8%. Yet figures omit some gave 
ernment-invested joint ventures and KMT-controlled enter 
prises, which, if added, could boost the ratio to as biel as 
35% according to the estimate of one economist. 

The government has begun to sell shares of CSC and 
planning to begin privatising CPDC soon. But the targets in $ 
not ambitious, with the first round of CSC's privatisation 
scheduled to release only 10% of its stock to the public by the 
end of fiscal 1989 (June). 

The next most likely companies to be privatised are 
Taiwan Fertilizer Co., BES Engineering Corp. and Taiwan 
Machinery Manufacturing Corp. But these companies’ pro- 
fitability is currently too poor to meet the requirements of the 
Taiwan Stock Exchange for listing, says Ronald Chien, dep- 
uty director of finance at the MoEA's Commission of Na 
tional Corporations. Taiwan Sugar Corp. is unlikely to be 
sold because of the immense land holdings which the govern- 
ment would like to keep for itself, 

Tarwan's development has benefited from a combination 
of factors, including government investment in Key indus- 
tries, large amounts of US aid from 1950 to 1965, and the US 
pushing certain policy decisions at critical moments. like land 
reform in the early 1950s and the unifying of exchange rates 
in the early 1960s. 

The much-debated switch, for example, from import sub- 
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-stitution to export orientation in 
the early 1960s, helped Taiwan 
take advantage of its pool of 
Cheap and efficient labour force 
to attract foreign investment and 
develop its powerful exporting 
economy. Finally, the repression 
‘of popular dissent under martial 
law and policymaking by decree 
helped ensure that social unrest 
did not interfere with planning 
decisions. 
^^ Lately, economic factors have 
heightened the urgency of 
|]. Tarwan’s planned restructuring. 
-$> In the past two years, rapid ap- 

|. preciation of the NT dollar and 

rising labour costs and overseas 

. |. competition have caused Taiwan's 
. | -Jabour intensive manufacturers to 
*| move production offshore, to 
-| countries like Indonesia, Thai- 
|. land, Malaysia and China. 

|^ Taiwan plans to continue to en- 
= courage this restructuring by 
"drawing broad guidelines for in- 
dustry and by providing incentives to industries, especially in 
the high technology fields. For example, businesses in 
«strategic industries are eligible for preferential loans from the 
-. Bank of Communications and tax holidays. The government 
: also encourages research and development through tax cre- 
- dits and tariff breaks on imported equipment. 

Taiwan's new strategic industries are in information, fibre 
optics, biotechnology (hepatitis B vaccine), medical technol- 
ogy, and precision machinery. Industries staying on the list 
from previous plans are electronics, metal products and 
appliances. In somewhat awkward contradiction to its policy 
of promoting non-polluting industries, Taiwan's petrochemi- 
cal industry is still considered a 
strategic industry, primarily be- 
cause it is booming and there is 
still room for upgrading. 
"Maybe in our next plan we will 
not designate strategic indus- 
tries at all," said Yeh. 

© The policymaking procedure 
51. under the Council for Economic 
< Planning and Development 
4 (CEPD), which evolved from 
«the Economic Planning Council 
< (EPC) in 1977, emphasises coor- 
dination with relevant economic 
ministries, a dramatic departure 
from the autocratic style of a 
five-man group in the Executive 
Yuan which coexisted with the 
EPC. The recent cabinet reshuf- 
fle which placed former Wash- 
ington envoy Fredrick Chien at 
. the head of CEPD, replacing the 
. outspoken and independent-minded Chao Yao-tung, is ex- 
. pected to enhance the coordinative aspect of CEPD's role. 
Taiwan's efforts to upgrade the nation's infrastructure are 
centred on the 14 major development projects, which include 
electric-power development, highway construction, tele- 
communications modernisation, environmental protection, 
and medical care development. The hope is that the projects, 
for which NT$113 billion (US$ 3.94 billion) was allocated 
from the fiscal 1989 budget, will boost public morale and in- 
crease investor willingness as well as stimulate domestic in- 
vestment. However, the projects are way behind schedule 
due to environmental and land-acquisition delays. 
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TAIWAN ECONOMIC 
GROWTH RATE 
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Source: Council of Economic Planning and Development. 
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One of the government's most 
successful efforts to upgrade in- 
dustry's technological base has 
been the establishment in 1979 of 
the Hsinchu Science-based Indus- 
trial Park, a project designed to 
create something like a Taiwanese 
Silicon Valley about an hour's 
drive south of Taipei. More than 
80 companies, all in hi-tech indus- 
tries, have joined the project so 
far. 

Besides the Hsinchu Science 
Park, the government has estab- 
lished incentives to bring in foreign 
technical cooperation to help 
Taiwan continue deepening its in- 
dustries especially at the high end, 
that is, to help create on Taiwan 
the capability of building its own 
parts instead of just being able to 
assemble things that are being 
made elsewhere, like Japan. Most 
of Taiwan’s electronics industry is 
still in this original equipment 
manufacturer stage. 

One example of significant up- 
grading has been the government's 
encouragement of the semiconductor industry — the latest 
strategic industry that is too risky and heavily capital-inten- 
sive strategic industry for most private investors — through 
directly investing in several chip fabrication companies, such 
as United Microelectronics Corp. and Taiwan Semiconduc- 
tor Manufacturing Corp. a joint venture with Philips of the 
Netherlands. 

Taiwan's efforts to integrate the industry are focusing on 
attracting. parts-making technology from Japanese com- 
panies which would then ship the parts back to Japan for use 
in Japanese products, said Yeh Wan-an of CEPD. In this 
way, Taiwan would upgrade technology and help reduce its 
trade deficit with Japan at the 
same time it diversified exports 
away from the US. 

Far Eastern Textile Corp. 
has entered into a technical 
cooperation agreement with a 
West German firm to make non- 
woven fabric, a versatile pet- 
rochemical technology which 
can be used in a variety of indus- 
trial as well as commercial pro- 
ducts. This kind of upgrading 
has been a key strategy in keep- 
ing alive some of Tatwan’s tradi- 
tional industries, like textiles, 
whose prior economic success 
has been in downstream man- 
3 "1 ufacturing. 

^ E Growing protectionism over- 
seas has also emphasised the 
need to continue reducing the 
trade surplus and diversifying 
markets. Taiwan has a policy of promoting trade liberalisa- 
tion and has managed to reduce its dependence on the US for 
its exports by expanding trade in European nations including 
Eastern Bloc countries and China, indirectly. Taiwan sent a 
trade delegation to Vietnam in July. 

Reflecting its new confidence, Taiwan has said it plans to 
compete head to head with China for export markets and has 
expressed its intention of using its economic influence as a 
means of joining international economic and trade groupings 
forums, such as the General Agreement on Tariffs and Trade 
and the Organisation for Economic Cooperation and Deve- 
lopment. E 
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“LIBERALISATION 


Freer market 
plans face 
big hurdles 


By Johnathan Moore in Taipei 


aiwan’s success as an exporter has caused it to balloon 

with cash, and for the past 40 years that has been the 

way the government wanted it. Now it is finding there 
can be such a thing as too much wealth, and that its habit of 
maintaining total control over the nation’s finances ts not ap- 
propriate for its move to an international economy. - 

At the centre of this next phase of Taiwan’s development 
is the need to develop a free- 
market financial. system that 
can provide investment chan- 
nels for all the money it has 
piled up. Just as important, the 
restructuring of Taiwan's in- 
dustry to more value-added 
and capital-intensive produc- 
tion will require developing a 
crucial seed-bed of long-term 
lending facilities. That is, the 
widespread practice of borrow- 
ing on the informal money 
market to finance production 
of toys and footwear will not 
suffice when it comes to mak- 
ing integrated circuits. 

Financial authorities seem 
determined to continue the re- 
forms begun last vear with the 
lifting of foreign exchange con- | 
trols, and both local and for-  Swmmmusnsias 












eign businessmen are optimistic that more openings are on 


the way. 

Planners understandably point to Taiwan’s track record 
as proof of its ability to meet a shifting set of challenges. In 
fact, the creation of a modern financial system will require 
changes as profound as any Taiwan has yet had to make. 

Among the stumbling blocks to economic liberalisation 
are Taiwan’s restrictive political culture and an in- 
stitutionalised cavalier attitude towards legal structure. The 
rules that need changing are not so much 
in debate. The question is, can Taiwan 
overcome political and bureaucratic con- 
straints and implement reforms? 

Financial liberalisation in Taiwan is a 
huge task involving the easing of restric- 
tions on capital flow, privatising state- 
owned banks, and creating a plan for 
phased-in involvement of foreign firms in 
the securities and banking industries, | 
Heading the list of excesses is Taiwan's 
massive pile of foreign exchange — 
US$70.3 billion at the end of June — a 
standing testament to an economy stuffed 
with cash it cannot use. 

Driven by the trade surplus, and fur- 
thered by an antiquated banking system 
and inadequate financial regulations, 
Taiwan’s savings rate has grown to into- 
lerable levels while investment lags far 
behind. Gross domestic capital formation 
. i$ forecast at 22.9% of GNP this year, up 





TAIWAN’S MONEY 
SUPPLY (M1b) 





Source: Central Bank of China. 





Prime Minister Yu: cautious yes. 


from 19.1% in 1987. Meanwhile savings, according to gow- 
ernment estimates, will stay high at 37.2% of GNP. down — 


from last year's 39.9%. 


There are two ways Taiwan can dispose of the glut. One is 


by encouraging domestic investment. Taiwan is trying to 


stimulate domestic demand by increasing public spending on - 
large infrastructural projects, like power plants. highways 
and subways. Taiwan's so-called 14 major development pro- 


jects however, are way behind schedule due to environmen- 
tal opposition and delays in land acquisition. 


The other way is to encourage some of the capital to move - 
to productive investments offshore, which Taiwan is trying to - 


do by expanding its banking network overseas and relaxing 
restrictions on capital movement. | | | 
Taiwan's biggest move in this direction so far was the lift 
ing last summer of controls on foreign exchange. Taiwan rest 
dents may now remit out up to US$5 million a year. Inward 
remittances are still limited to US$50,000. Until the begin- 


ning of this year, there was little demand for foreign ex- 


change since the NT dollar was 
2% a month last year. Now that 
the NT dollar has stabilised 
(around NT$28.60; USS1 since 


begun to flow out. 
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overseas securities remain lim- 
ited. Some local banks are 
licensed to handle foreign in- 
vestment, but they are not al- 
lowed to promote funds or give 
investment advice. Foreign 
firms with licences have been 
allowed to advise investors on 
what overseas funds and sec- 
urities to buy, but must do the 

cM T" actual selling of the securities 
S No J M offshore. This vear, Jardine 
i Fleming Taiwan Inc. and 

ASNE Fidelity Security and Invest- 
ment Consulting Corp., a Taiwan subsidiary of Fidelity In- 
ternational, have acquired licences to actively market their 
foreign mutual funds here. 


The proving ground of Taiwan’s financial restructuring | 
will be in the privatisation of Taiwan’s three large, state- 


owned commercial banks. The problem with the banks is that 
being government institutions, they are generally inefficient. 


Also, since loan officers are held accountable for any bad loans — 


they make, the safest choice is often not to make any at all. 
President Lee Teng-hui’s apparent 


sation and a recent cabinet shuffle which 
removed conservative stalwarts in fave 
of younger reformists, are taken as con- 





the new government will prove its mettle 
in the pace at which changes are put 
through. 

Prime Minister Yu Kuo-hwa, long 
considered an opponent of privatisation, 
has lately said he approves of the idea, 


for the passing of the new bank law which 
will outline rules allowing new banks. 
Authorities are anxious to carefully coor- 
dinate the two processes to ensure fair 
competition between new and existing 
banks. 

The real remaining impediment to 
bank privatisation is the control over such 


December) money has finally.. 


But channels for purchasing. 


impatience with the pace of bank privati- © 


crete signs that change is on the way. - 
Still, businessmen and economists say 


but cautioned that privatisation must wail - 


already appreciating, atarate ot =o 
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banks of the Taiwan Provincial Government and the vested 
interest that represents, both as a money-making vehicle 
for the Provincial Government and also as a job patron- 
age opportunity for the Finance Ministry. “Those peo- 
ple who profit from maintaining this present situation 
are the only obstacle to privatisation,” said a local 
banker. 

Generally, as a result of the memory of rampant inflation 
that the ruling Nationalist Party blames for its defeat by the 
communists in 1949, the government is loath to relinquish 
any portion of its control over the country’s financial sector. 

aiwan’s new banking law has been drafted by the Execu- 
tive Yuan, Taiwan's cabinet, and will go to the legislature 
when its next session begins this month. Thus, bank privati- 
sation could be under way by early next year. 

The new banking law will allow the establishment of new 
banks for the first time in 10 years. It also outlines rules defin- 
ing what trust companies can do. The banking law will pro- 
vide “a more Bien business scope for all sectors of the bank- 
ing industry," said Chien Hong-tao, executive vice-president 
of Hua Nan Commercial Bank. "It will pave the way for 
supermarket-style banking — banks will be allowed to offer 
all kinds of services." 

Other changes being discussed for the banking industry 
are the opening of investment banking services, and allowing 
local banks to set their own interest rates. Foreign banks are 
calling for permission to open more branches, trust and com- 
mercial banking privileges, and a relaxation of limits on de- 
posits and lending periods. Their presence would help up- 
grade the quality of the local banking industry, her say. For- 
eign insurance companies are also clamouring for licences to 
do business here. In August, Taiwan announced that local 
banks and foreign firms would be allowed to issue NT dollar 
credit cards for the first time. 


the central bank's reserves onshore to create a US dol- 

lar interbank call loan market in Taipei. Such a facility 
would allow local banks to borrow at home rather than going 
to foreign competitors for dollar funds. 

Taiwan hopes to upgrade the quality of its overseas bank- 
ing network by adding overseas branches to the existing 16. 
Taiwan banks are also aiming to conform to world banking 
targets for an 8% capital-asset ratio for international banks 
by 1992. Taiwan's banks now have capital-asset ratios of 
around 2%. Banks not conforming to the new standard risk 
having branch applications denied by host countries. "We 
have to move quickly, otherwise we will be left behind," said 
Liang Kuo-shu, chairman of Chang Hwa Commercial Bank. 

One outgrowth of Taiwan's towering money supply growth 
has been speculative booms in the property and stock- 
markets. Real estate prices have doubled in some parts of 
Taipei in the last year. In the first seven months of 1988 the 
stockmarket rose by 200% . Such volatility has resulted from 
too much money chasing too few stocks and of dominance of 
the bourse by housewives, taxi drivers and army pensioners 
who treat the market like a dice game. One detrimental ef- 
fect of this is the creation of expectations among investors 
whose initial investment experience is in a market prone to 
surging ahead by 30% in a month. 

"For the past two years, the smart people in this country 
made their money without working," noted a foreign stock 
analyst. "The bumbling fool was the guy ploughing his 
money back into his business. That can't be good for the 
country." 

The Taiwan stockmarket is still closed to foreign invest- 
ors. The only opportunities to invest in Taiwan stocks for for- 
eigners are the four local funds that are listed on the London 
and New York exchanges. 

But dozens of foreign securities firms have set up offices 
here in anticipation of an eventual opening of the market. So 
far they have been disappointed with the progress made. In 


A are considering a proposal to bring some of 


A 


May, a revised law allowed new securities firms for the first 
time in 15 years. The new rules permit foreign firms to enter 
joint ventures with local firms where foreign partners may 
control up to 40%. So far, Bankers Trust and Jardine Flem- 
ing are the only two to have had new firms approved. 

As with foreign banks, these firms hope to convince finan- 
cial authorities that their presence will help educate the 
stockmarket and bring knowhow and technology to the local 
securities industry. Meanwhile, financial authorities have 
been successfully lobbied by local securities firms to keep the 
foreigners out. 

The new law also simplifies listing procedures for com- 
panies, outlines rules against insider trading and strengthens 
disclosure requirements for listed firms. The hoped-for effect 
is to increase the pool of stocks by making the market a more 
attractive place for companies to raise money. 

The limited bond market points up the restrictivness of 
Securities and Exchange Commission listing rules. Yuen 
Foong Yu Pz per Mfg Co. found that designing a bond that is 
convertible after a period into shares of a subsidiary company 
was the only way it could float an economical bond given the 
constraints of Taiwan's securities regulations. As such, the 
convertible bond, launched by Yuen Foong Yu in February 
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— 
with help from Bankers Trust Co., was one of Taiwan's few 
instances of creative investment banking activity so far. 

Another area crying for attention is Taiwan's illegal in- 
vestment houses. Haphazard financial regulation has al- 
lowed the growth of a thriving underground financial sector. 
Lately, government investigators have targeted some of 
Taiwan's underground deposit-taking companies, which are 
believed to operate highly unstable pyramid-type in- 
terest payment schemes, in some cases paying up to 4% 
annualised interest per month. A collapse of one of the 
larger ones, could cause a financial crisis, say analysts and 
bankers. 

Taiwan's thriving underground economy points up a criti- 
cal aspect of broader Taiwan society. The outlook for many 
years that Taiwan was a temporary resting place for the gov- 
ernment fostered a kind of myopia in infrastructural develop- 
ment that is evident also in private-sector dealings. Formal 
regulations from traffic rules to securities laws are regularly 
ignored if they are seen as impediments to personal gain. The 
attitude is sustained by slack enforcement by authorities. 

Such entrenched disregard for the general welfare is a 
drag on the cooperative spirit Taiwan would like to have 
to institute laws with teeth. But as democracy gains ground 
in Taiwan along with people's growing interest in making 
their island a home, Taiwan's government and society are 
more likely to find a common interest in making the changes 
work. o 






TECHNOLOGY | 


Coordination 
gives boost 
to research 


By Bob Johnstone in Taipei 
en years ago, Taiwanese technology was in its infancy; 
T its. it is fast approaching maturity. Credit for bring- 
ing up baby belongs largely to the Taiwanese Govern- 
ment, which has made the move from labour-intensive to 
knowledge-intensive industry a strategic priority. 

In particular, credit belongs to Kwoh-ting (K. T.) Li, a 78- 
year-old minister without portfolio. A physicist by training 
— in the 1930s, he studied at Cambridge under Ernest (later 
Lord) Rutherford, the discoverer of the atomic nucleus — Li 
spent much of his career masterminding Taiwan's explosive 
economic growth. 

Since 1976, following a mild heart attack that forced him 
to step down as finance minister, Li has orchestrated 
Taiwan's science and technology policy. His position as 
minister without portfolio enables him to coordinate the ac- 
tivities of the various agencies — principally the National 
Science Council, the Ministries of Economic Affairs and De- 
fence and the Departments of Education and Public Health 
— responsible for funding research. 

Li’s name invariably crops up in conversations with 
Taiwanese scientists, engineers and businessmen, who de- 
scribe him variously as "the visionary," "the godfather" and 
"the locomotive" of Taiwan's technology-based industry. It 
was Li who realised that Taiwan had all the requirements — 
plentiful supplies of capital and well-educated engineers, a 
solid existing support base of component makers and, above 
all, bags of entrepreneurial flair — to turn itself into a second 
Silicon Valley. 

What was lacking was the sort of climate for investment in 
which technology-based start-up companies could flourish. It 
has been Li's achievement to provide that climate. He started 
by trying to optimise government investment in research and 
development. The principal recipient of this investment is a 
group of semi-governmental research and development or- 
ganisations. 

Predominant among them is the Industrial Technology 
Research Institute (ITRI), a non-profit corporation with a 
brief covering chemicals, materials and mechanical and elec- 
tronics research. Established in 1973, ITRI now has a staff of 
more than 4,000, making it by far the largest research organi- 
sation in Taiwan. 

ITRI decides on generic technologies that it thinks indus- 
try needs, then, under government contract, develops and 
disseminates them. It also undertakes contract research di- 
rectly on behalf of companies, 4576 of its revenues being 
earned in this way. This function is important because 
Taiwanese industry consists mostly of small firms which, un- 
like the giant vertically integrated combines of Japan and to a 
lesser extent South Korea, cannot afford to pour revenues 
into research. 

Links between ITRI and industry are close. So close in 
fact that when development of a technology reaches a critical 
stage, whole chunks of the institute can be spun off as a pri- 
vate company to exploit it. The classic case of this is United 
Microelectronics Corp. (UMC), a manufacturer of semicon- 
ductors, which was established in 1979 to take over where 
one of ITRI’s laboratories, the Electronics Research and 
Service Organisation (ERSO), left off. UMC has been ex- 
tremely successful, with profits of US$20 million on sales of 
US$90 million in 1987. 


















ERSO has also been largely responsible for the explosive 


growth of the Taiwanese chip design business. Some 40 de- 
sign houses are now reckoned to be in operation on the is: 
land, many of them staffed by former ERSO engineers. They 
specialise in designing application-specific integrated circuits 
(ASICs), the fastest growing sector of the chip marke! 

The Taiwanese reckon this strength in designing ASICs 
has helped give them the edge over the Koreans and 
perhaps also the Japanese — especially in the fast-moving 
personal computer business — a crucial advantage when pro- 
duct development times are often longer than the life cycles 
of the products themselves. 

The weakness of this approach was that, until recently, 
Taiwanese designers have had to depend on other countries 
to make their chips for them. This is no longer true, thanks to 
Taiwan Semiconductor Manufacturing Co. (TSMC), a com- 
pany established in late 1986 specifically to remedy this 
weakness. As with UMC, TSMC pot all its initial equipment 
and about half its workers from ERSO. 

TSMC is a unique outfit, both in structure and function. It 
is jointly owned by the Taiwanese Government (51% ), the 
electronics firm Philips (27% ) and the rest by a group of pri 
vate Taiwanese investors. Philips was brought in to give 
TSMC instant credibility (the Dutch firm was one of the first 
to come to Taiwan; it now runs three manufacturing facilities 
employing some 8,000 people on the island) since TSMC did 
not have time to build up its own track record. 

In addition to providing a shared resource of sufficient 
size to produce economies of scale for Taiwan's tiny design 
houses, TSMC also makes chips for large overseas clients, 
mostly American firms. In the chip business, most makers 
are also their client's competitors. The result is that they can 
often force the client to cross-license his proprietory designs 
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return for use of the production facility; they have even 
en known to steal them outright. 

Although in the past two or three years the Taiwanese 
yovernment has cracked down on theft of intellectual prop- 





erty, the country's reputation for rip-offs still lingers in many 
minds. To avoid this bad image scaring away prospective 
clients, TSMC's charter restricts the company to manufactur- 
ing — it cannot design or market its own chips. 
—. ITRI, ERSO, UMC and TSMC are all located at Hsin- 
. chu, an hour's drive southwest of Taipei. Hsinchu is also the 
- location of the centrepiece of the Tarwan-as-Silicon- Valley 
scenario, Hsinchu Science-based Industrial Park. Since it 
< was opened in 1980, the park has managed to attract more 
- than 70 research-based companies, three-quarters of them 
-. from the electronics industry. On average, they plough back 
| 7-8% of sales into research and development — far above the 
— |. national average. 
sales — most of them exports — by these companies are 
_ | expected to reach NT$12.8 billion (US$447.5 million) this 
| year. The National Science Council predicts that over the 
|. | next 10 years sales will increase by 17 times to NT$210 bil- 
- | lion, or around 10% of Taiwan's total sales of manufactured 
|. In addition to providing a base for high-technology indus- 
| try, the park also has a second function — helping staunch 
|. Taiwan's brain drain by providing jobs for graduates and op- 
= | portunities for expatriates. Every — 
* | year, thousands of young Taiwanese 
scientists and engineers leave the is- 
land to take advanced degrees in the 
US. Until recently as many as 85% of 
them did not come back, because 
there were no jobs for them. The re- 
sult is that large numbers of Taiwan's 
advanced degree holders — in- 
formed sources put the figure at 
30,000 — work in the US, 
Taiwan's loss has been the US' 
_ | gain, as exemplified by top designers 
| like Steven Chen of the new IBM- 
| backed start-up, Supercomputer 
| Systems. Indeed, some go so far as to 
— Į claim that the net contribution Tai- 
M | wanese engineers have made to US 
_ | industry compensates for the trade 
[deficit between the two countries. 
oo Now, with the encouragement of the Taiwanese Govern- 
. | ment, the tide has begun to turn — engineers with years of 
~ | precious experience working in American companies have 
Started to come back. The Chinese are born entrepreneurs: 
-the chance to be president of their own company rather than, 
- Say, vice-president of research in someone else's is a difficult 
. one for them to resist. 
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Bi here are also those driven by a sense of loyalty to the 
. homeland, who see the opportunity to contribute to Tai- 
M wan ata crucial stage in its development. One is Morris 
chang, who returned in 1985 (at K. T. Li's request) after a 
stinguished career at Texas Instruments, to take charge of 
TRI and its semiconductor spin-offs, UMC and TSMC. 
{| Close links between Taiwan and research and develop- 
.| ment centres like Silicon Valley keep companies up to date 
on the latest developments in research and the marketplace. 
some Taiwanese companies maintain facilities in the US so 
.] they can stay close to their clients. There, they can define 
|. new products and make inpet tee which can then be ship- 
-ped back for manufacturing at Hsinchu. 
Most of the park's companies are primarily interested in 
export markets. The opposite is true of Hsinchu's only 
biotechnology company, Lifeguard. This firm's origins offer 
a good illustration of how the Taiwanese Government's 
technology development policy works. 
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| aboratory worker: new vaccine. 





In 1984, having decided that biotechnology was an impor- 
tant strategic industry to be fostered, the National Science 
Council set up a new institute, the Development Centre for 
Biotechnology, to act as a bridge between Taiwanese univer- 
sities and the nation’s existing industrial base. (Taiwan is a 
leading exporter of monosodium glutamate, which is produc- 
ed by biological fermentation.) 

The function of the centre is to develop prototypes, then 
pass them to industry for commercialisation. For the first 
target, a genetically engineered vaccine for use against 
hepatitis B was chosen. This was an eminently sensible 
choice, for several reasons: hepatitis B is endemic in Taiwan, 
and the government has embarked on a massive campaign to 
eradicate the disease. Although recombinant DNA vaccines 
promise to be cheaper to produce than the conventional, 
blood-based ones, the multinationals which make such vac- 
cines refuse to license the production technology to the 
Taiwanese. 

A group of Taiwanese university professors did the basic 
research for the vaccine, then transferred the results to the 
DCB for scaling up. Lifeguard was the company created to 
produce the vaccine. Government officials expect that the 
entirely domestically developed vaccine, now undergoing 
preclinical trials, will be ready for distribution in two years. 
Once domestic demand has been met, export sales are ex- 
pected to follow. 

As the example of Lifeguard indicates, the university-in- 
dustry connection seems to work much better in Taiwan than 
it does in Japan and Korea, where 
academics tend to be isolated by an 
ivory tower mentality from their 
counterparts in industry. Basing 
themselves on the US model, 
Taiwanese universities allow their 
professors to serve as consultants to 
industry, even to run their own com- 
panies. 

To beef up their syllabuses, they 
also import well-known professors 
from foreign universities — around 
120 of them each year — to Taiwan 
to give a short course of lectures. 
This lectureship programme is ex- 
tremely expensive, but the 
Taiwanese see it as value for money. 

Much of the impetus for Taiwan’s 
technological development comes 
= from its makers of personal compu- 
ter hardware. In the future, this will extend to include the soft- 
ware that these machines run. The organisation charged with 
the promotion of software skills is the Institute for Informa- 
tion Industry (universally known in Taiwan as the Triple I). 

The institute’s primary mission is to narrow the software 
gap between Taiwan and the West, to help train software en- 
gineers, to promote computer literacy (for example, by hold- 
ing shows during Information Month around the country to 
demonstrate to the public — school children in particular — 
how computers can be used) and to help government agen- 
cies implement computerisation. 

Triple I is also charged with standardising the code used to 
input Chinese characters. This is a formidable undertaking, 
exacerbated by the fact that the Taiwanese have yet to decide 
on a standard character set. Although dictionaries contain 
upwards of 70,000 characters, 4,000 is reckoned to be suffi- 
cient for daily use; one proposed standard has compromised 
on 13,000. 

Many input methods are in use. One, devised by Wang, 
assigns a two-digit code to each of 100 radicals; each charac- 
ter is divided into three and input as a six-digit numeral. 
Another, called Simplex, divides characters into two. It 
needs an average of just 3.3 keystrokes per character: a 
trained operator can input around 40 characters a minute 
(compared to 300 letters by a Western touch-typist). 

A third method, called Dragon, works by assigning radi- 





cals to the letters on the keys of the standard keyboard. AI- 
though slightly less efficient than Simplex with an average of 
3.8 keystrokes per character, this method seems likely to be- 
come the de facto standard since it has been adopted by IBM 
for its Chinese-language word processors. Triple I compares 
the merits of the various methods, then publishes the results 
so the market can decide for itself. 

Like all Taiwanese semi-governmental institutes, Triple I 
aims to form successful alliances with private companies to 
show local industry the way. In March, the institute founded 
a new, wholly owned subsidiary, International Integrated 
Systems Inc., whose charter calls for it to provide software 
exclusively for IBM computers. 


or all its recent rapid progress, Taiwan has a long way 

to go technologically before it catches up with the 

West and Japan. It still spends only 1.06% of GNP on 
research and development (excluding defence-related re- 
search) — low compared to almost 3% in Japan. The 
Taiwanese Government would like to see the figure rise to 
2% or more by 1996. 

Taiwan musters only 13 researchers per 10,000 popula- 
tion, compared to 20-30 in developed countries. The situa- 
tion is improving: 45% of Taiwanese undergraduates study 
science, and the figures for graduates are even higher — 59% 
in the case of those studying for a master's degree; 66% for a 
doctor's degree. But there are still far more scientists and en- 
gineers leaving the country than returning. 

On the positive side, as a senior US executive working in 
Taiwan points out: “Taiwan moves at an extremely fast pace 
for an oriental country." In the past year alone changes have 
been taking place at a rate which would have been unthinka- 
ble previously. 

oday, largely thanks to the government's encourage- 
ment, many Taiwanese companies now have the resources to 





do their own research and development. Encouraged by the 
success of foreign firms and companies such as UMC and 
TSMC at Hsinchu Science-based Industrial Park, traditional 
Taiwanese industry is now just beginning to join in. 

For the moment, Taiwan has youth on its side en- 
gineer-managers at the nation’s start-ups are mostly in their 
late 30s or early 40s, and the average age of their employees is 
around 27. Younger means more energetic, assertive and 
quicker to accept new ideas. And not only younger, but bet- 
ter educated, too — half of the TSMC workforce have at least 
bachelor’s degrees, a level of qualification which industry in- 
siders say would be impossible in the US 

As Taiwan’s economy grows, the need for key people re- 
turning from the US becomes less and less. A new generation 
of Taiwanese-educated talent is emerging. Good examples of 
local-boys-made-good include UMC’s president, Robert 
Tsao, and Stan Shih, president of Taiwan’s largest compute: 
company, Acer (formerly Multitech). 

Another recent development that augurs well for the fu- 
ture of science and technology in Taiwan is the interest taken 
in research by the country's new president, Lee Teng-hui 
One indication that this is more than a passing phase is that 
Lee has arranged to have eminent scientists speak at regular 
monthly meetings of the ruling Kuomintang. Recent speak- 
ers at these meetings have included Wu Mao-kun, a member 
of the Houston University group which is among the leaders 
in the search for new materials that superconduct at rela- 
tively high temperatures. 

Taiwan may not be at the leading edge of technology but. 
in many areas, it is not all that far behind, either. The island 
has demonstrated its ability to keep pace with technological 
change; as long as it can continue to do so, there is unlikely to 
be a shortage of markets for its products. Oo 
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[f youre in a race for an important contract, flying with 


a scheduled airline can really cramp your style 

You can only go when and where the airline goes. Your 
flight can be delayed, cancelled or diverted. (As can your 
luggage. ) 


Even if you set off early, it means setting off half 


repared. And even in First Class, you can't freely discuss 
pre} | | 





your tactics. 
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bility to use unpaved airstrips. 

The 125/800 can carry 6 passengers, plus crew, plus 
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usiness jets cant stretch that far. 

While on the subject of stretching, the latest 800 has 
n even more spacious, open-plan cabin. (And you can pack 
1 even more luggage: 65 cu. ft.) 
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Lower tariffs, 


harder dollar 
help deficit 


By Tai Ming Cheung in Taipei 

ubstantial tariff cuts and a 40% appreciation of the New 

Taiwan dollar helped to redress Taiwan's massive trade 

surplus with the US over the past year, easing pent-up 
strains in the bilateral trade relationship. The surplus nar- 
rowed 49.8% in the first half of 1988 over the same period of 
1987. To further stabilise and maintain the trade imbalance 
at a much lower disequilibrium over the longer term, the 
Taiwan authorities are encouraging traders to diversify away 
from dependence on the US — the country's biggest export 
market by far — and seek opportunities elsewhere, even with 
Soviet bloc states. 

Butinthe eagerness to smooth US sensibilities, the govern- 
ment stepped on the toes of some of its constituents who were 
hit hard by the trade liberalisation, in particular farmers. 
Vocal protests forced the authorities to reimpose barriers to 
certain agricultural imports, such as quotas on fruit and the 
banning of turkeys. The US was irked, and has threatened re- 
taliation. The consequent dispute has sparked growing anti- 
American sentiments, most vividly in street demonstrations, 
and provided ammunition for opposition politicians to charge 
the government with toadying to US interests. 

Following huge trade surpluses in the past few years, to 
the tune of US$16 billion in 1987, the deficit has narrowed 
every month since last November. Part of the improvement 
has been due to heavy gold purchases by Taiwan's central 
bank (REVIEW, 28 Apr.). But as one US trade official noted, 
even without the gold factor, US imports have increased "re- 
markably by any measure." According to official Taiwanese 
figures, for the first six months of the year, Taiwanese ex- 
ports to the US increased by 6.4% , while US imports from 
Taiwan rose 114.8%. 

Economists give the NT dollar's appreciation as the main 
impetus for the improvements. The NT dollar has risen 41% 
since September 1985 against the US dollar, 24.3% in 1987 
alone, to around NT$28.6:USS$1 at present. The currency has 
stabilised in recent months, and with the narrowing trade gap, 
the central authorities are now content to hold the exchange 
rate at present levels, at least for the remainder of the year. 

A stable NT dollar is also important to check the excess 
liquidity of the banking system, and help dampen inflation- 
ary pressures. Speculators poured money into the country 
during the NT dollar's upward spiral, and foreign exchange 
reserves broke all-time highs, peaking at more than US$77 
billion in January. This had fallen to US$74.3 billion at the 
end of May. 

As important in readjusting the trade deficit have been 
the tariff cuts. In January, the Legislative Yuan decided to 
slash tariffs on more than 3,500 items — 81% of goods on 
Taiwan's tariff schedules — by an average of 5076, which 
came on top of earlier reductions on more than 1,200 other 
items. Products to benefit included imported consumer 
goods, machinery. agricultural and industrial products. 
Tariffs for cars fell 42-5576. This brought down average im- 
port duties, according to the vice-minister for economic af- 
fairs, Wang Chien-shien, from 7.6% to 3.8% . The US’ effec- 
tive tariff rate is 3.6%. “Taiwan is no longer a high tariff 
country. More than 98% of all commodities can be brought 
in duty-free,” Wang said. US officials, however, say that high 
marginal rates not reflected in the statistics brought the tariff 
rate down from 20% to 12%. 
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While consumers and overseas importers have benefited 
from the changes in the trade regime, exporters are finding 
times are harder. This reality was made more acute when the 
US graduated Taiwan, along with South Korea, Hongkong, 
and Singapore, from the generalised system of preferences 
(GSP), which allowed certain imports from developing coun- 
tries to enter duty-free. While not serious to Taiwanese im- 

rts overall, it is estimated that about 9% of Taiwan's US 
imports would be affected, in particular small- and medium- 
sized manufacturers in the electronics, sporting goods and 
toy industries. 

The ending of GSP benefits surprised few Taiwanese trad- 
ers, especially as the government had already begun to urge 
businesses to wean themselves away from the US and look 
elsewhere. Trade delegations have travelled extensively in 
search of openings, sin to a number of East European 
states, the Soviet Union, and recently Vietnam. In March, 
Taipei announced trade concessions and simplified visa pro- 
cedures with some East European nations, which extended 
beneficial tariff treatment and allowed Taiwanese companies 
to set up branches directly in these countries. These mea- 
sures helped boost trade between Taiwan and East Europe to 
US$130 million for the first five months of 1988, up 82% over 
the same period for 1987. In overall terms, however, East 
Europe is a negligible market for Taiwan, accounting for 


only 0.3% of total trade 
value for 1987. 

Free market economies, 7 
and those of the European ve P aaa 
Community (EC), Canada 
and Japan in particular, are 
the main alternative 
sources to the US. Japan, 
second behind the US, with 
21.3% of total value of 
trade in 1987, is the hardest 
nut to crack, and is not ex- 
pected to increase its share 
of trade, at least over the 
next few years. Japan is the 
only major country against 
which Taiwan runs a sub- 
stantial deficit. 

Taiwan-EC trade, rank- 
ing third, offers better 
chances for expansion, 
though it has so far been 
limited by the lack of recip- 
rocal preferential terms of trade. However, by the end of the 
year Taipei is expected to extend to the EC trade terms simi- 
lar to those now enjoyed by the US, including the opening of 
tobacco imports, lowering of tariffs on certain imports, such 
as textile machinery, farm goods and light industrial pro- 
ducts, and giving European firms an equal edge in bidding for 
major construction projects that have so far gone mainly to 
US companies as a result of the preferential treatment in nar- 
rowing the trade gap. 

The Board of Foreign Trade hopes to double the coun- 
try's EC-bound exports from US$9.68 billion last year to 
US$18 billion by 1992, with imports predicted to rise from 
1987's US$6.92 billion to US$16.62 billion in 1992. Already, 
US trade officials have expressed concern that the Taiwanese 
authorities are favouring Western European firms over US 
enterprises in the award of tenders for some projects. "Taipei 
is figuring that if enough goes to Western Europe, then they 
will open up," said one US analyst. French companies re- 
cently won a contract to supply carriages for part of the new 
Taipei underground system, under the noses of US firms who 
were heavily favoured to get the tender because of the US 
targetted sourcing policy. 

e fastest growing area for trade is with China. The 
gradual easing of obstacles since last year has seen indirect 
trade through Hongkong jump significantly, by 65% in the 
first quarter of 1988, or around US$490 million, over the 
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same period for 1987, mainly low-priced semi-processed or 
raw materials. Estimates are that total trade between Taiwan 
and the mainland this year will be in the region of US$2-2.5 
billion, making China Taiwan's fifth-largest trading partner. 
Indirect importing of agricultural and industrial raw mate- 
rials, extending to 49 items, including coal and pig iron was 
officially sanctioned at the ruling Kuomingtang s (KMT) 
13th Party Congress, and Taiwanese companies are now per- 
mitted to set up trading offices in Hongkong for China trade. 

With the NT dollar's appreciation and rising labour costs, 
smaller- and medium-sized Taiwanese enterprises in tradi- 
tional labour-intensive industries are finding it cheaper to set 
up manufacturing bases on the mainland or in other South- 
east Asian states. Neighbouring Fujian provincial officials 
claim that some 50 Taiwanese firms have invested almost 
US$50 million in Fujian, mainly in setting up shoe, bicycle, 
and jewellery factories. 

These moves into other markets have met with success in 
diversifying away from the US. Taiwanese exports to the US 
as a proportion of overall exports fell from 47.7% for 1987 to 
39% for the first half of 1988. Taiwanese officials are hoping 
that this trend can be maintained, though difficulties in 
breaking into the all-important Japanese and EC markets, 


especially with 1992 and 
the establishment of a 
single common market, 
will put question marks on 
the strategy of diversifica- 
tion. 
Despite the effort 
Taipei has put in to rectify 
the trade imbalance, 
minor, but nagging, prob- 
lems remain in trade deal- 
ings with Washington. 
These frictions are creating 
small, but potentially seri- 
ous, vistas of tensions. 
One such wrangle, sim- 
mering away for several 
months now, was Taipei's 
decision earlier this year to 
refuse to continue import- 
ing turkey parts, follow- 
ing allegations by farm- 
REVIEWDIAGRAM by Andy Tg ers Of US dumping of the 
birds. Whole turkeys were also affected, but the ban on 
them was later lifted. The US has threatened to retaliate if 
the restrictions are not rescinded. Turkey imports account- 
ed for an inconsequential US$1.8 million last year, a pithy 
fraction of total agricultural imports of more than US$500 
million. 

The US considers the turkey parts controversy as funda- 
mental to the whole trade relationship. “The dispute is about 
the Taiwanese reneging on tariff cuts. If we don't put our foot 
down here, they'll do it again and again," said one US trade 
official. 

Such a view angers many Taiwanese, who see it as Ameri- 
can insensitivity and precocity to local farmers, and more 
generally, towards the country itself. Their cause, as much as 
their plight, has been picked up and championed by students 
and opposition parties. The issue has helped to kindle nas- 
cent anti-Americanism, with demonstrators on several occa- 
sions marching on the American Institute in Taiwan — the 
unofficial US mission in Taipei — chanting anti-American 
slogans and throwing eggs, cabbages and chickens. Protec- 
tion against US imports was also one of the central demands 
behind the farmers' riots in ^. aa on 20 May, the worst anti- 
government protests since 1947. 

The anti-American protest on 20 May was closely linked 
with attacks against the government's farming policies. The 
government could not fail to realise that the whipping up of 
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ti-American sentiments was as much a vehicle to throw 
nud at them as it was directed against US trade pressures. 
The equating of the anti-American and anti-government 
essages together may lead to a toughening in attitudes to- 
ards the US, particularly in future trade disputes. This is 
pecially so if trade frictions with the US become a political 
ssue in the run-up to Legislative Yuan elections at the end of 
next year. The opposition parties, the Democratic Progres- 
sive Party (DPP) and the Labour Party, may find this too 
. good an opportunity to pass up. "We're not anti-American, 
but it is a convenient and easy means to use against the ruling 
KMT,” said one DPP official. 
Nevertheless, the esteem of the US has been dented by 
= the trade friction. Of 1,000 people interviewed by the mass 
-4> circulation China Times last December, one-third said they 
— 1. considered the US as their least favourite country, twice that 
|- for mainland China — though just as many said the US was 
: their first choice. 
































AGRICULTURE 


- By Shim Jae Hoon in Chungli 
^" hen Taiwan started industrialising 30 years ago, 
farmers provided the engine of growth by generat- 
ing domestic savings and earning foreign exchange. 
-Their emotions swell as they talk about it today, seemingly 
convinced that the engine is sputtering to a stop, and the gov- 
| ernment neglects them. 

-<> The feeling adds a strange twist to the controversy, as it 
| exploded just as President Lee Teng-hui stepped into power. 
<The tall, avuncular Lee, 65, whose suntan attests to many 
| open-air appearances meeting farmers, is one of Taiwan's 
- leading agricultural economists. He took over the presidency 
| only in January, following the death of Chiang Ching-kuo, 
| . who was far from an agricultural specialist. 
|. Keen attention has focused on Lee's background, as the 
* farm community now expects him to be its spokesman and 
defend their interests in the face of industry's dominant role. 
< Could he improve the situation? Or should the government 
-really be blamed for the plights on the farm? 
> Fundamental questions like these flew into Taiwan's face 
on the night of 20 May, when thousands of people rioted in 
Taipei for more than 14 hours, battling the police and leaving 
some 200 people injured. Ostensibly, the riot erupted when 
- policemen in front of the Legislative Yuan roughed up a 
. small group of farmers demand- 
Ang an increase in the govern- 
ment purchase of rice, and a 
medical insurance scheme for 
rural areas. 
. As investigation revealed 
: Jater, it was not the farmers but 
‘disgruntled urban workers who 
-bore the brunt of the attack. 
~The incident, however, drama- 
-tically underlined the rebellious 
: mood on the farm, and a stun- 
.ned government swiftly insti- 
-tuted a pilot medical insurance 
programme for farmers starting 
n October. 
=- Agriculture in Taiwan is 
afflicted by a number of factors, 
"all attendant on the island's 
transformation to an industrial 
state — income gaps between 


72 


TAIWAN AGRICULTURAL 
PRODUCTION INDEX 























. Because it is a means to another end, few observers be- 

lieve anti-Americanism will become an important issue. The 
other side of the coin, national pride, is à more potent factor, 
however, and the domestic backdrop has helped to cut some 
of the ground from under the government's negotiation 
stance on the turkey parts issue. To what extent this has been 
so was reflected in the Taiwanese authorities' decision not tc 
have the issue raised at annual bilateral trade talks in April. 

The turkey saga remains unresolved. The Taipei govern- 
ment remains in a quandry over what to do — dropping the 
ban on the parts would leave it open to charges of putting US 
interests first, while maintaining the restrictions would in- 
voke US retaliation, which Washington has said would be 
graduated if the barriers are not lifted, from US$90 million at 
the outset rising to US$300 million thereafter. 

The turkey dilemma is only one of the many minor wran- 
gles waiting to be resolved. Protection of intellectual 
copyright, and allowing US companies to provide financial 
and insurance services are other issues still under discussion, 
though they are not as emotive or sensitive as turkeys. ü 


Furrowed brows among Taiwan farmers 


rural and urban families, farming rendered inefficient by 
small areas (on average, 1 ha for a farming family), rising 
wages, and rapid changes in crop structure from rice and 
sugar to fruits and vegetables. 

A trade surplus with the US (US$16 billion last year) has 
put relentless pressure on Taiwan to liberalise its import mar- 
kets. This has in turn generated resentment against the policy 
of “encouraging industry at the expense of agriculture," as 
farmers universally criticise the government. 

The government is defensive. "We've squeezed the farm- 
ers to industrialise, but now is a hard time for adjustment," 
says Dr Chen Wu-hsiung, planning head of the Council of 
Agriculture. 

But while the farm issue receives new attention — the 
council will shortly be elevated to a full cabinet ministry — 
these factors should not obscure the widespread perception 
that it represents problems from success rather than failure. 
Starting with the smooth five-year land reform implemented 
without bloodshed in the early 1950s, Taiwan has tackled its 
farm problem better than many Asian countries, most nota- 
bly South Korea. 

Even after providing capital for industrialisation, South 
Korean farmers suffered high inflation for many years under 

low farm prices. Today, they 
have become leading support- 
ers of the political opposition. 

In Taiwan, an average farm- 
er's family income has risen to 
70% of his urban counterpart's 
— to NT$303,479 (US$10,603) 
a year in 1987 — comparing 
favourably with many other 
countries in Asia. Of no less sig- 
nificance is the fact that at least 
6096 of this farm income ori- 

ginated from — non-farming 
sources, the reverse of South 
Korea. 

Even so, Taiwan's agricul- 
tural decline could not be ar- 
rested, sliding rapidly from 
2596 of net domestic product in 
1968 to 6.1% last year. The 
number of farmers in the total 























employment structure has similarly fallen from 43 
15.3%. From the policymakers’ point of view, agriculture in 

Taiwan is a reminder of the past, no longer a burning issue of 

international competition. | 

Under a series of four-year plans starting from the earl 
1950s, overall agricultural production rose on average 5.1% 
a year up to 1968, well above population growth. In the past 
10 years, growth has stabilised at 2.1% a year, with the rate of 
population increase falling to 1.8%. 

Thus the central issue has been not so much a matter of 
production, as of boosting rural income to match the urban 
level. That involves cutting back rice production, promoting 
crop diversification, and expanding agro-based industries to- 
wards a more value-added operation. The concept of profit 
management has entered the farm. | | 

The rice substitution policy, one of the foremost prob- 
lems, seems to be working fairly well, with production falling 
from 2.7 million tonnes in 1976 to 1.9 million tonnes in 1987. 
In view of rising stocks, the government hopes to bring it 
down to 1.8 million tonnes this year. 










“hile farmers cooperate with these efforts, the fiscal 
burden has conversely increased because of the mount- 
“WW ing Rice Stabilisation Fund, a subsidy designed to 
guarantee at least a 20% profit to farmers. Defence spending of 
half the total national budget gives little room to expand the cur- 
rent NT$45 billion level of the fund, already claiming 37% of the 
farm sector budget. In other words, the government is finding it 
harder to maintain a substantial subsidy programme. 

For average farmers, this has meant cutting the area 
planted to rice by as much as 25% in the past four years, from 
640,000 ha to about 500,000 ha. This means that big areas of 
rice land have had to lie fallow in each crop season. (Taiwan’s 
climate offers two crops a year.) 

By and large, the government has succeeded in persuad- 
ing farmers to move from rice to other crops, but tradition 
has a strong grip in Taiwan. Growing fruit and vegetables is 

“time consuming and low on profits," according to Tseng 
San, a 61-year-old farm wife in Shulin county near Taipei. 
Two of her three sons have abandoned farming to work in 

„factories or sell chickens, so the third son and some of her 
many brothers help till the family's 0.8 ha of paddy. 

- Under the subsidy programme, out of every 4,000 kg of 

. rice cropped from each hectare, the government buys 970 kg 

-atthe “floor” price of NT$18.8a kg, and the local farmers’ as- 

sociation 1,000 kg at the “guided” price of NT$15.8 akg. The 
rest is consumed or sold on the free market for about NT$12 

. à kg. Tseng and other growers insist that the government 
should double its purchases to make them profitable. 

..-. Most rice growers know the government will never accept 

that. They are aware of the government’s fiscal constraints, 

. according to Hung Wa-fa, 44, secretary of the Shulin farmers 
. association. But in recent years, he says, they have grown 
politically and socially truculent and assertive, some even 

going so far as to form their own new organisation. — 
"Today, they're more profit-conscious than production- 

or marketing-minded," Hung said, recalling his 18 years with 

the association. His own problems have also grown complex 

— from handling simple marketing to credit, banking, ac- 

counting, even welfare as the new health insurance program- 
me comes on-stream. "Farming in Taiwan now hinges on 
management, not just on production and marketing." Hung 
commented. 

The government is offering incentives for switching to 

_ other crops such as corn, sorghum, kaoliang — feed grains 

¿that Taiwan would otherwise import, by giving small 

"amounts of money under the grain deficiency payment fund 

- established with a collection from importers of these grains. 

;.. Even sugar production, once the island's biggest foreign 

xchange earner, is about to be brought down to satisfy 
lomestic consumption, forgoing exports. It hovered at 

84,000 tonnes in the 1987-88 crop year, down by almost half 

the peak production year of 1953. 

e livestock sector, though showing a robust increase of 

















8.2% in 1987, remains clouded, chiefly under US pressure to 
open up the local markets for beef, chicken and turkey meat. 
The US demand has aggravated the government s posit 
among poultry farmers, many of whom have taken to dem 
onstrating before the US unofficial mission here, pelting it 
with imported Sunkist oranges. s 

The fruit growers of central Taiwan are likewise angry 
over US trade negotiations on proposed imports of Ame 
can oranges and apples. Production control on fruit 1 
emerged a key issue, as oversupply of citrus and banc 
(Taiwan has 5% of Japan's banana market) is hkely to clas 
further with US demands. mE 

However, fisheries have made impressive growth in. 
cent years, pushing Taiwan's catch in 1987 to 1.1 million t 
nes including deep sea operations. Its share in the whole: 
ricultural sector has risen dramatically from 14.4% in 1977 
26.3% in 1986 and 28.2% last year. Fish, both frozen or 
canned, have become a major export, fetching USS913 mil- 
lion in 1986. i 

In Tucheng county near Han, on the northeastern coastal | 
Taiwan, some of these ambitions are visible in hundreds of 
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hectares of farmland converted into ponds for culturing eels 
and shrimps. Tucheng produces more than 3,000 tonnes of 

rass- and tiger-shrimps and 120 tonnes of eels a year for mar- 

ets in Japan. “The Japanese market is growing every year, 
so there is no problem of overproduction,” says Wu Fu-shou, 
county fishery section chief. He is more concerned about 
China and Thailand undercutting his price on the strength of 
their cheaper labour. 

Tucheng is more impressive for another aspect — its close 
collaboration with fishery research centres. The whole pro- 
cess of shrimp-culturing — from seedling supplies to incuba- 
tion and breeding — is closely monitored by specialists from 
Taiwan Fisheries Research Institute. Improved techniques 
apparently offset Taiwan’s higher wages. “We will remain ef- 
ficient in shrimp and eel exports for a long while,” said Dr 
Hsun Tu, deputy director of Food and Agriculture at the 
Council of Agriculture in Taipei. 

Similar resourcefulness and dedication have marked the 
cultivation of vegetables. In the outskirts of Chungli, a busy 
farming town northwest of Taipei, Lo Ching-chan, a part- 
time mechanic in his early 30s, runs a small greenhouse farm 
growing upmarket vegetables. 

Meanwhile, with guidance from National Chiayi Junior 
College experts, 20 Chungli farmers have started training to 


Aquaculture: no problems finding markets. 





grow chrysanthemum flowers for the Japanese market. A 
team of Japanese buyers and experts recently visited 
Chungli, to advertise a new method for keeping flowers fresh 
for up to 60 days. (Surprisingly, exports of chrysanthemums, 
orchids and other flowers ran to US$2.1 million last year, a 
private estimate showed. ) 

When flower growing skills were first introduced, accord- 
ing to Liu Pang-hsin, a local 4-H club leader, some farmers 
thought it “less manly than rice farming. But we have to 
change from rice to feed grains, from hogs to vegetables,” 
Liu said, adding that even hog raising has become an en- 
vironmental risk in Taiwan. 

In many ways, Chungli encapsulates difficult phases in 
Taiwan's agricultural transition. As industries invade, more 
and more farmers must divide time between farm and fac- 
tory. Zoning regulations prohibit the selling of farm land for 
industrial use, so the labour shortage has driven many people 
in Chungli, as elsewhere, to start cooperative farming, joint 
farming or entrusted farming — a system under which they 
collect rents or fees on their land use. 

It is a variation of absentee farming, but a trend which 
helps the government achieve its long-term goal of enlarging 
farming units to keep them more competitive through big 
scale mechanisation. It is a process mixing business on the 
farm, but a course Taiwan seems destined to take. oO 








LABOUR 


Improvements, 
but still a 
long way to go 


By Tai Ming Cheung in Taipei 
T» labourers are stirring. Strikes are on the rise, 





new independent trade unions are challenging tradi- 

tional state and big business-run fronts for workers' 
support, and the government and opposition political parties 
are having to pay more attention to labour issues and con- 
cerns. 

To what extent and how the labour movement will assert 
its considerable, though as yet unmeasured, influence will be 
crucial in helping to shape the economic and political deve- 
lopment of Taiwan. Blue collar workers make up more than 
25% of the population. 

Before 1987, labour affairs were largely ignored. Martial 
law rule, and tough anti-labour and out- 
dated worker protection legislation — 
dating to the 1920s — gave employees few 
rights, and prevented them from organis- 
ing independently. What associations 
they were allowed to join were directly 
controlled by the ruling Kuomintang 
(KMT) party or big business interests 
who cared little for workers interests. 

The December 1986 Legislative Yuan 
elections, however, helped to jolt the 
KMT from its indifference, as did US 
threats to Taipei that it would end 
Taiwan's benefits under the General Sys- 
tem of Preferences unless it improved la- 
bour practices. Two seats set aside for la- 
bour representatives, and held by promi- 
nent KMT-backed labour representa- 
tives, were won by the newly formed 
Democratic Progressive Party (DPP) — 
the first time an organised opposition 
per was permitted to contest par- 
iamentary elections. A majorshakeup of 
the government's management of labour affairs followed, 
which until then had consisted largely of an undermanned la- 
bour department in the Ministry of the Interior. 

August 1987 saw the creation of a more powerful Council 
of Labour Affairs (CLA), to oversee the protection and 
promotion of labour rights and welfare, and labour-manage- 
ment affairs. A fully fledged labour ministry is expected to be 
set up by the end of this year. 

These bureaucratic reforms, however, are largely paper 
exercises. There is a dearth of adequately trained personnel 
and resources devoted to labour affairs, not surprising given 
its long years of neglect. CLA has managed to recruit only 
190 staff, though it should have 350. This makes adequate en- 
forcement of labour legislation almost impossible, CLA offi- 
cials readily admit, particularly at the county level. “There 
are enough labour inspectors to ensure that, on average, 
each registered firm is visited once every 11 years," said ob- 
servers, Even when firms have been found to contravene reg- 
ulations, fines have been token. Employers will, therefore, 
continue to flout labour laws, almost at will, for some consid- 
erable time yet. 

The Labour Standards Law (LSL), which requires firms 
to provide workers with substantial pensions, fair working 
hours, and set severance procedures, in particular is widely 
ignored. Over 67% of 227 large private and state companies 








surveyed recently did not offer 
insurance as laid down by the 
LSL, and more than half broke 
rules over working hours. Non- 
compliance is also pervasive for 
occupational health and safety 
regulations. 

The inadequacy, ambiguity, 
and obsolesence of labour legis- 
lation has also allowed workers 
to exploit loopholes to agitate 
for better conditions while still 
remaining within the fine print 
of the law. Measures such as the 
Labour Disputes Law and the 
National Mobilisation Law ef- 
fectively prohibit strikes, though 
in principle they are permitted. 


Instead, workers break for 
“chitchats” or collectively take 
holidays. 


A rash of legal “strikes” 
broke out during the lunar new 
du and on Labour Day (1 

ay), most prominently by train 
drivers who halted services for 
the first time in Taiwan's rail his- 
tory by claiming their right to 
take leave on national holidays 
— when the railways are busiest — as enshrined in the LSL. 
"Workers are using rather than abusing the labour laws to 
their advantage," said one foreign labour analyst. “This indi- 
cates their growing sophistication of standing up for their de- 
mands." Even on recent occasions when illegal strikes have 
taken place, the authorities have not interfered, for fear of 
invoking greater labour unrest. More than 1,600 labour dis- 
pre cases were reported in 1987, and this is predicted to rise 

y some 10% this year. 

At the national level, trade unions are officially rep- 
resented by one organisation, the Chinese Federation of La- 
bour (CFL), with seven industrial federations affiliated 
to it. To limit the power of independent unions, other na- 
tional federations are not legally permitted. To get around 
this obstacle, and build up collective muscle, some unions 
have formed themselves into voluntary associations, such as 
the Brotherhood of Unions and the Labour Union Alliance. 
These associations potentially pose a serious challenge 
to the CFL for support among 
the rising proliferation of 
unions. 

The CFL has traditionally 
been regarded by labourers as a 
KMT front, and its support has 
suffered accordingly. A promi- 
nent CFL leader was a KMT 
candidate who lost one of the la- 
bour constituency seats in the 
1986 Legislative Yuan elections. 
To improve the CFL's image, 
and give it greater credibility 
among workers, new leaders 
have been elected who are 
widely respected, and who are 
seen to be influential in the 
KMT itself. Hsieh Shen-shan, 
an articulate and forceful legis- 
lator, became president of the 
CFL this April. At the KMT's 
I3th Party Congress in July, 
Hsieh was elected to the Central 
Committee and Central Stand- 
ing Committee. 

This broadening sense of col- 
lective identity and formation 
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Taipei train: strike over holidays. 





among blue collar workers, fired 
in some quarters by greater mili- 
tancy, is also being translated 
into the political arena. Last 
December, a Labour Party was 
formed by a small band of labour 
activists and a handful of 
breakaway DPP politicians, led 
by Wang Yi-hsiung the 
party's only Legislative Yuan 
member. Its membership of 
around 500 is tiny compared 
with the DPP or the KMT, but 
its significance goes well beyond 
numbers alone. It has main- 
tained a high profile since its cre- 
ation, helping to organise à 
series of marches by workers 
and farmers in Taipei to protest 
against government policies. 
Some of these demonstrations, 
in particular one on 20 May, 
which ended in near-full scale 
rioting, rocked Taiwan's conser- 
vative society. 

Many analysts though be- 
lieve a strong labour party can- 
not stincts to provide the broad-based support necessary 
to challenge the established political order. As well, the la- 
bour movement is too factionised to speak with a single 
voice. The Labour Party, for instance, has been torn by 
ideological in-fighting since its birth, and now has split into 
two groups. A new Labour Party is being formed by more 
militant members, led by Lou Mei-wen, a veteran activist 
who has successfully pressed for labour rights against some 
of Taiwan's biggest and most powerful corporations, such 
as the Far Eastern Synthetic Fibre Co. and the Chungshin 
Textile Co. 

Another school of thought, consisting predominantly of 
intellectuals sympathetic to the labour cause, contends that 
the traditional view of the conservative, hard working 
Chinese worker is outdated. Economic development has 
helped widen disparities between workers and employers, 
and prosperity has allowed workers to be less concerned with 
the bread-and-butter issues of earning a living, and demand 
better conditions. In addition, 
the growing urbanisation and in- 
dustrialisation of Taiwanese so- 
ciety has helped swell the ranks 
of the lumpen proletariat, mak- 
ing it fertile ground for the la- 
bour party's cause. 

While the KMT is beginning 
to make some effort to woo la- 
bour votes, the DPP is in a quan- 
dry over what to do. The DPP is 
aiming for the middle-class vote, 
and any effort it makes to culti- 
vate support among the blue col- 
lar ranks may be perceived by its 
main constituents as being too 
radical. Therefore, the DPP has 
done very little to try to win la- 
bour support. 

It remains to be seen, there- 
fore, what the pattern and ex- 
tent of labour involvement in 
Taiwan's economic and political 
life will be. But if the past two 


: cuc E A — ^ M years are anything to go by, 
Electronics worker: laws widely ignored. 
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things are likely to be frenetic 
over the next few years. Oo 
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EDUCATION 


The new word 
on campus: 
flexibility 


By Johnathan Moore in Taipei 
T s an island virtually devoid of natural resources 








and international friends, has built economic success 
largely through the diligence and innovation of a well- 
educated workforce. Now, under pressure from a changing 
economy and growing student activism, and constrained by 
population demands, Taiwan's education system is facing 
two important challenges. 
One is to meet changing manpower needs required by the 
shift from labour-intensive to more technology- and service- 
oriented industries. The other is, through democratising the 
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University students: plans to maintain a better balance. 


university system, to help build a society capable of open and 
responsible debate as Taiwan becomes a place where, more 
and more, complex issues are bubbling to the surface of pub- 
lic life. 

The competitive job market has put a premium on em- 
ployment-oriented learning, which the government has sus- 
tained by encouraging science and technology. Taiwan’s de- 
velopment has clearly benefited from this approach. But par- 
ents and teachers complain it has also advanced materialistic 
values at the expense of humanistic ones, which has become 
an issue recently as Taiwan’s neglected cultural life has be- 
come more apparent. Meanwhile, there is an intensely com- 
petitive entrance examination system for high school, while 
university teaching methods reinforce a narrow learning per- 
spective nurtured by years of learning by rote. 

The Ministry of Education (MoE), which has strict con- 
trol over all aspects of the system, is taking steps to upgrade 
its quality. “The range of change is quite wide,” said Educa- 
tion Minister Mao Kao-wen, “but the basic idea is to have 
more flexibility in the educational system. We must train stu- 


dents to meet the challenges of the future dynamic world.” 

The MoE has plans to raise academic standards, upgrade 
technological education and remove the distortions created 
by the over-emphasis on the entrance examination system. 

Taiwan’s educational system has scored some notable suc- 
cesses. Taiwan has brought the nation’s illiteracy rate down 
to 8% in 1986, from 44% in 1950. The number of graduates 
from junior college, universities and graduate schools has 
risen 6.7% a year since 1982. In 1987, 77.3% of junior high 
school graduates went on to senior high school; 85.5% of 
high school graduates went on to higher education. Taiwan 
has trained a large number of middle-level engineers, which 
has been a primary resource in its economic development. As 
a result, Taiwan has been able to attract foreign technology 
despite its lack of natural resources. The continuing presence 
of such talent is promising for the development of hi-tech in- 
dustries on the island. 

Taiwan students attend nine years of free, compulsory 
education, which was changed from six years in 1968. Stu- 
dents may then attend junior high school and senior voca- 
tional or academic high school. 

Taiwan has nine national universities, which are consi- 
dered the best quality education, and seven private colleges. 
Taiwan last year allowed the establishment of new private 
colleges for the first time, provided they are in technical or 
medical fields. One private college is now being formed, as 





well as a new public university, Chiang Kai-shek University. 

Although few of the planned changes are in evidence so 
far, the first, an attempt to democratise the universities, is on 
the way with the new university law, which will be before the 
Legislative Yuan later this year. 

Manpower planning officials say they must plan for the fu- 
ture by pushing students in all areas to higher educational 
levels. They say in doing this, they must maintain a better ba- 
lance than in the past. 

“Our stressing science and technology is becoming a kind 
of deviation,” said Chao Chin-chi, Political Vice-Minister of 
Education. “So we are also stressing humanities more now. 
People, to some extent, stress the material result. They think 
about how to make money. Now we are trying to find a ba- 
lance. We want to try to get them to broaden their attitudes.” 

Yet while liberal arts and humanities will play a role in de- 
veloping students for the changing service economy, educa- 
tion planners will continue to emphasise science and technol- 
ogy and vocational training. One area considered important 
to develop is the level of technical expertise at the top, PhD 
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level, which Taiwan is lacking. 
Graduate level education will receive a 
spending increase in fiscal 1990. 

Seventy-two percent of Taiwan's 
junior high school graduates go to 
senior vocational school, an area where 
Taiwan has succeeded in training a skill- 
ed labour force and providing social 
mobility opportunities. But while em- 
phasising vocational training, planners 
are trying to increase the ratio of 
academic senior high school students to 
vocational high school students. 

The process of  democratising 
Taiwan's campuses is expected to begin 
following the passage of the new univer- 
sity law, under which universities will 
have unprecedented autonomy in draw- 
ing up rules, from how the university's 
president and department chairmen are 
chosen to the setting of curricula to the 
allowed activities for students. The de- 
gree of change will depend on the de- 
gree of liberal culture at each school, but the prospect of 
faculty and students interacting with administrations for the 
first time is expected to inject fresh public debate into the uni- 
versities. 

The MoE will retain some key controls, however, such as 
the setting of tuition fees, budgets and enrolment figures, 
and will likely continue to have some influence over the 
selection of the university president. 

"This will put pressure on the schools to learn to cope on 
their own," said Wu Jying-ji, a professor of psychology at Na- 
tional Chengchi University. "After the law is passed there 
will be lots of confrontation. That will be the exciting time — 
'How can National Taiwan University have that kind of free- 
dom and we can't?' and so forth. I think it is a good start." 

A strong impediment to the growth of academic freedom 
in Taiwan, however, is the continuing influence of KMT poli- 
tics on campus and in children's textbooks — what National 
Taiwan Normal University professor Lin Yu-tee calls “politi- 
cal pollution of the universities." In the past, students were 
expelled and faculty dismissed for speaking against the 
government. Prospective faculty members are carefully 
screened for their political views and backgrounds. Students 
say KMT organisations still operate underground on campus 
to encourage students to join the party. The government says 
there is no problem in this 
area, but under pressure from 
students, the MoE recently 
announced that campus “Sec- 
urity Offices," widely consi- 
dered spy offices for the 
KMT, would be dismantled. 

In recent years, a nascent, 
but increasingly vocal student 
movement has begun to de- 
mand change. Following an- 
nouncement of the 1989 cen- 
tral government budget ear- 
lier this year, students pro- 
tested in front of the MoE 
building to demand that the 
government spend the full 
15% of the budget on educa- 
tion as required under the 
constitution, The budget calls 
for 13.7% education spend- 
ing. Their action would sure- 
ly have won them reprimands 
before the lifting of martial 
law last year. Instead, the 


4 


é 


Industrial training: new trends. 





EM 





j e "Y r+ 
Taipei schoolchildren: opportunities abroad. 


government promised to increase edu- 
cation spending to 15% in the next 
budget, for the first time since the con- 
stitution was signed tn 1947. 

Among reforms that might follow 
the new university law are changes in 
the rigid college entrance exam, which 
is blamed for much of the distortion in 
teaching practices in high schools. Only 
33% of candidates passed the test last 
year. One solution might be to evaluate 
students for their performance in high 
school, Education Minister Mao said. 
Also, students now choose their depart- 
ments by preference when they take the 
exam, and then gain entrance to that de- 

artment according to how well they do 
in the test. Some departments, like elec- 
trical engineering, are intensely competi- 
tive, teachers say. A result is that many 
students are unhappy with what they 
study and end up taking supplementary 
classes to pursue their chosen careers. 

Measures being discussed to further 
revise the exam system include allowing 
students to take more than one elective section of the exam to 
increase their chances of success. Also, the government has 
lowered the number of required course credits for different 
departments, enabling students to choose more free courses, 
or to pursue a double major. 

Last year, the MoE allowed high school graduates to go 
abroad to study for the first time. Previously only graduate 
students had this privilege. "Some students who want to go 
away to school may create pressure on the secondary school 
system to broaden away from the exam orientation some- 
what," said Julie Hu of the Foundation for Scholarly Ex- 
change, the Taiwan office of the Fulbright Foundation. 

Taiwan has long had a serious brain drain problem, due in 

art to a lack of high quality technical facilities and libraries 
in Taiwan universities, and to better, higher paying jobs 
abroad, which generally means the US, where 93% of 
Taiwan students studying abroad went in 1986. That year, 
7.016 students went abroad to study. Official figures for 
those who remain abroad are difficult to interpret, since they 
depend on students reporting to the MoE that they have re- 
turned, but according to informed estimates, about 7576 of 
students who go abroad stay there. There may be as many as 
30,000 graduates from Taiwan schools still living abroad. 

The trend is now reversing, partly due to increasing job 
opportunities in Taiwan, es- 
pecially for those with top en- 
gineering experience. The Sci- 
ence-based Industrial Park in 
Hsinchu has successfully at- 
tracted engineers working 
overseas to return and set up 
hi-tech firms here. The govern- 
ment has also made intensive 
efforts to keep in touch with its 
overseas students and supply 
them with lists of job openings. 

The MoE is being tested by 
the presence of a consortium of 
15 US colleges that has leased a 
building in a Taipei suburb 
and plans to begin accepting 
local students, who wouldspend 
two years studying in Taiwan 
and two at one of the consor- 
tium schools. Taiwan law bans 
foreign schools from enrolling 
local students, and the govern- 
ment is thought to be planning 
to enforce the rules. oO 
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ARTS & SOCIETY 


And the winner is . . . 
prestige over popularity 


By Paul Fonoroff in Shenzhen 


hina s Golden Rooster and Hun- 

dred Flowers awards may not have 
the international stamp of Hollywood's 
Oscar or Canne's Golden Palme but, in 
China, they are regarded as the su- 
preme prizes bestowed on home-grown 
motion pictures. Chinese audiences re- 
main as starstruck as before the Libera- 
tion of 1949, and this year was no excep- 
tion. Film industry officials and movie 
fans were out in force at the "Double 
Awards" ceremony held in Shenzhen at 
the end of August. 

The ceremony takes place in a differ- 
ent city every year, and this year's selec- 
tion of Shenzhen was hardly a random 
choice. Located just a 45-minute train 
ride from central Kowloon in nearby 
Hongkong. Shenzhen is ideal for the 
participation of Hongkong and Taiwan 
film personalities and critics. Or, so the 
organisers hoped. 

Taiwan's recent liberalisation of its 

olicies towards China, and its screen- 
ing of The Last Emperor and Tai-Pan, 
both shot in China, have been seen as 
encouraging. Taiwan authorities, how- 
ever, promptly made it clear that their 
policy on Hongkong studios and 
film-makers had not changed: that par- 
ticipation in the Double Awards cere- 
mony might result in problems with the 
Taiwan distribution of any of the par- 
ticipants movies. Those Hongkong 
studios which view the Taiwan market 
as an important source of income — the 
majority — bowed out of the Shenzhen 
event. 

The same Taiwan policy also applies 
to individual artists. Hu Hui-zhong, an 
actress from Taiwan, who was to be pre- 
sented with a "Most Well-Received 
Actor" special award, was unable to at- 
tend the festivities. Former Miss Asia 
and current TV and movie starlet, Nina 
Li. Zhi, slated as an award presenter, 
was informed by Taiwan authorities 
that her participation would lead to the 
blacklisting of her films. She, too, did 
not go to Shenzhen. 

Despite this, a large contingent of 
Hongkong film-makers took part in the 
event, most of them with strong main- 
land ties. The Hongkong organisers 
were the Southern Film Corp., the terri- 
tory's distribution arm for Chinese 
films, and Sil-Metropole, the Hong- 
kong studio with the closest contacts 
across the border. 

A total of 26 reporters, photo- 

raphers and film critics from Hong- 
Fotis also covered the event, a small 


number when compared with the 





myriad newspapers and weekly 
magazines in the territory. This led to 
one organiser complaining that: "They 
want to publicise the event in Hongkong 
by holding it in Shenzhen, and then they 
restrict the number of invitations to 
members of the Hongkong press to just 
26. It is self-defeating.” 

The Hundred Flowers Award gets its 
name from former chairman Mao 











CINEMA 


Zedong's dictum to "let a hundred flow- 
ers bloom and let a hundred schools oi 
thought contend.” The Golden Rooste: 
Award, meanwhile, is determined by 
members of the China Film Associa- 
tion, the equivalent of Hollywood': 
Academy of Motion Picture Arts and 
Sciences. China's Popular Cinema 
magazine, with the largest circulation in 
the country, organised the event by re- 
questing its readers to send in ballots 
voting for films in five categories: best 
picture, actor, actress, supporting actor 
and supporting actress. The Hundred 
Flowers thus reflects popular taste, 
while the Golden Rooster the profes- 
sional assessment of the movie world. 


here was no apparent controversy 

at Shenzhen this year. Xian Film 
Studio, generally considered China's 
most progressive, bagged most of the 
awards. Two of its productions, Ola 
Well and Red Sorghum, shared Golder 
Rooster and Hundred Flower award: 
for Best Picture. Old Well stars, Zhang 
Yimou and Lu Liping, won awards fo: 
best actor and best supporting actres: 
respectively. The director of Old Wel 
and Xian Studio chief, Wu Tianming 
was awarded the Golden Rooster fo: 
best director. 

Red Sorghum and Old Well sharec 
the Hundred Flowers Award for besi 
picture with The Savage Land, a co-pro- 
duction with Hongkong completec 
seven years ago, but banned in Chin: 
until last year. Actress Liu Xiaoqing re- 
ceived the Golden Rooster Award foi 
Best Actress in the film, reflecting it: 
popularity in China. 

There were behind-the-scenes dis- 
cussions, in which questions were raised 





Shenzhen's special censor 


he opening of new cinemas in China 

usually receives little fanfare; after 
all, there already are more than 20,000 
movie houses. But the grand opening of 
Shenzhen's first duplex theatre, the 
South China United Movies Recreation 
Centre, on 19 August was no ordinary 
event, for not only did it mark the begin- 
ning of a new era of film distribution but 
it also reverberated with echoes from the 
pre-1949 past. 

A joint venture between Hongkong's 
Edko Films, one of the territory's largest 
distributor of foreign movies, and three 
Chinese film organisations, the centre 
boasts two cinemas: a 1,190-seat theatre 
for Chinese films, and a 333-seat mini- 
theatre for foreign imports. It is this 
mini-theatre which represents the real 
breakthrough for film distributors and 
audiences, since a wider variety of for- 


eign films will be available here than ir 
other cinemas. 

Censorship will be more lenient, bu: 
it will exist. The China Film Corp. sent : 
special censor to Shenzhen for the 
theatre. As a rule, all foreign films re 
leased nationwide must first be dubbec 
into Mandarin, but not here; films wil 
be shown with Chinese subtitles. 

Ticket prices will be considerabh 
higher than elsewhere, and foreign filn 
tickets will cost more than those for loca 
productions. Because of its proximity t« 
Hongkong, authorisation has beer 
granted to accept Hongkong dollars, th« 
first such move in China. 

Even with the higher ticket prices 
there has been no shortage of takers. Th: 
premiere of the American thriller FA 
was sold out three days in advance. Al 
though the screening of more foreigi 





on whether the Golden Rooster awards 
had been unduly influenced by other in- 
ternational prizes collected by the win- 
ners. Red Sorghum, for example, won a 
Golden Bear at the Berlin Film Festival, 
and Old Well picked up major prizes at 
the Tokyo Film Festival. On the other 
hand, King of the Children (also a major 
contender for Golden Rooster honours 
but recipient of only one award) did dis- 
mally at Cannes.” 

In the past. 
prominent role ir 
sociation’s deter 








politics had played a 
Chinese Film As- 
ation of Golden 
Rooster winners -some Chinese 
film critics now ndered if politics had 
been replaced by the: Toe factor in 
handing out awards. "It is asif the Film 
Association does not want to appear 
foolish by not honouring movies that 
had already received international 
acclaim," one film-maker said. 
Others wondered whether 
Hundred Flowers award truly reflected 
the taste of Chinese audiences. Despite 
the distribution by Popular Cinema of 
some 2 million ballots (the actual figures 
are not disclosed), only 151,284 were 
submitted for this year’s awards. Movie 
distribution in China is such that when 


voting for the Hundred Flowers takes | 


place, some films have been released in 
the big cities but not in the countryside, 

home of the majority of China’s poten- 
tial film-goers. 


the | 


| 
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Although the choice of Shenzhen | 


may not have brought together many 
cinema talents from China, Hongkong 
and Taiwan, it did bring Chinese 
film-makers face to face with tastes of 
audiences influenced by Hongkong and 
exposure to foreign things. Perhaps the 
most telling sentiment was one express- 
ed by many disgruntled members of the 
audience: "We should have stayed 


home and watched Hongkong TV." H 





films is in the pipeline, their selection re- 
-mains at the mercy of the censor. 
^ — Motion pictures from Hongkong and 
< ‘Taiwan may also be screened at a later 
- date, though this is subject to the settling 
-of the problem of Taiwan's policy, which 
would blacklist any films, including 


those from Hongkong, shown in Shen- | 
zhen. Another question which also needs | 


to be ironed out is the method of pay- 
ment for foreign films. Most interna- 
tional companies demand a percentage 
of box office revenues, whereas the 
China Film Import and Export Corp. 
has traditionally paid a flat fee ac- 
cording to the number of prints it 
buys. 

If the South China Centre can even- 
tually work out solutions to these prob- 
lems, it could open up China's film mar- 
_ ket wider than at any time since pre-1949 

when foreign distributors and Chinese 
studios competed for screen time and 
- battled the censors. — Paul Fonoroff 
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| a virtual monopoly of 





By Paul Clark in Peking 
n 1986, Hu Zhongmin was a mini-van 
driver who used to take the director of 

Xian Studio, Wu Tianming, and friends 

on shooting expeditions in the moun- 

tains south of Xian. Now, he is one of 

China's first independent film producers. 

So-called independent production is 
the latest response by Chinese film- 
makers to the widely acknowledged fi- 
nancial crisis in the film industry. It ap- 
pears that, with available funds, even a 
driver can turn producer. The architect 
of Hu's transformation from mini-van 
driver to producer is none other than 
Wu himself, who has announced his in- 
tention to resign after five years as 
studio director. 

Allowing new blood into the film 
business was one topic on the agenda of 
a 10-day meeting in Peking in June of 
studio heads, representatives of the dis- 
tribution apparatus, and 
the Ministry of Broad- 
casting, Film and Tele- 
vision. In the past, the 
industry, which had 


| viewers, enjoyed state 
| subsidies for even the 
most unpopular epics 
because of the "per- | 
ceived importance of 

the medium." H 

TV, videos and other 
new forms of entertain- 
ment have, however, | 
fractured this cosy ar- | 
rangement. Subsidies in 
the reformist era are less 
readily available. A recent story in in the 
Guangming Daily noted that 108 out of 
the 142 features produced by China's 16 
film studios last year failed to recover 
production costs. These losses were in- 
curred despite efforts to outdo the im- 
ported movies with Hongkong-style 
kick-and-thump pot-boilers and other 
more entertaining fare. Only a few of 
these new action-packed dramas have 
proved to be hits among China's in- 
creasingly vouthful film-goers. 

New money is a lot of what indepen- 
dent production is all about, for the 
studios, making films since 1949, have 
no cash to spare. Independent produc- 
tion will be a hybrid: money from out- 
side investors combined with studio 
support in such matters as approval by 
the Film Bureau, production slots and 
artistic and technical services. 

However, the government's attitude 
to these moves is ambiguous. Efforts by 
some enthusiasts to set up an indepen- 
dent production company in the newly 
established Hainan province were appa- 
rently scotched at the highest level in 


Independent film-mak 
go panning for cash 
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June. Communist party General Secret- 
ary Zhao Ziyang insisted that film-mak- 


ing remain a state concern. 
Xian Studio exemplifies the prob- 


pip: 


lems which large studios in China a 
facing. It has a staff of 1,600 when b 
tween 500 to 600 are sufficient to susta 
the current levels of feature film 
documentary production. The Ch: 
chun Film Studio has also become a 





of a joke. Its films have almost consec 
tently been critical failures and its work= 
force, propped up by asystemin whicha — 
child can inherit his parents’ place Qm. 


the staff, stands at an enormous 3,500. 


Financial problems in April at Xian 


Studio have delayed decisions On 4 


number of productions. including 
Cycles by Huang Jianxin, who is 
also director of the Black Cannon 
Incident. Huang has just finished 
location shooting for 
Cycles, an urban drama 
about young emye- 


preneurs. Xian, which 
sells more films than any 
other studio, had to bor- 


| 

| (USS806,000) 
| to complete these pro- 
| jects. 

| Independent — pro- 
| duction in the hands of 
| someone like Hu offers 
| the studios a way to get 
| productions under way 
| and inject some entre- 
| preneurial spirit into the 
| workforce. However; 
Hu’ s own productions, such as his film 
The Body Snatchers, are not typical 
since he uses a director and crew from 


Hongkong. Post-production work is 


also planned to take place in Hongkong. 

Apart from production, Hu's role has 
been to find outside investors willing to 
finance the project and to secure ap- 
proval from the Film Bureau at the 
Ministry of Broadcasting, Film and 
Television, 

Huangpu Keren, a 38-year-old direc- 
tor with a reputation for getting both 
funds and official support, has moved 
into Peking Studio. Two financial 
groups based in Hainan province have 
provided him with Rmb 600,000 to 
make Murderer in the Wilderness. 

Both The Body Snatchers and Mur- 
derer in the Wilderness appear to be 


| similar to the action-packed dramas the 


studios have been making in the past 
few years in an effort to attract audi- 
ences. The former is set in the 1930s, 
while the latter is a contemporarn 
police thriller. 

There has been scepticism in the film 
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industry about independent produc- 
tions where the personal interests of in- 
vestors will most likely affect the mak- 
ing of more serious films. Wu counters 
this by arguing that studio revenues 
from independent participation will 
help subsidise art films and inject com- 
petitiveness into the workforce. Pro- 
ducers and directors using outside funds 
will be likely to select only the most en- 
thusiastic and skilful crew and post-pro- 
duction people. What this competition 
will mean for the vast majority of the 
remains 


studios’ inflated staff un- 
clear. 
Some of China's most serious- 


minded and respected film-makers have 
joined the independent production 
wave. Fresh from winning the highest 
international award for a Chinese film, 
the Golden Bear, at the Berlin Interna- 
tional Film Festival for Red Sorghum, 
Zhang Yimou is now entering indepen- 
dent production. Funds for his next fea- 
ture are coming from a local entre- 
preneur in his mid-20s who shares the 
admiration of China's younger audi- 
ences for Red Sorghum. 

Other, less well-known producers 
have also joined the independent pro- 
duction bandwagon. Meanwhile, ex- 
driver Hu, with money from Hongkong 
investors, is trying his luck with some- 
thing completely different — a Japanese 
restaurant in Xian. R) 


No bank knows Australia and 
New Zealand better than the bank named 


after them. Yet now, ANZ 


has the largest global network of any 


Australasian banking and 


over forty 


ANZ 


financial services group. In 


countries, there are 

specialists who will give you a unique 
insight into the Austral- 

asian market. One contact gives you access 
to the ANZ network, and to 

their invaluable local knowledge. Australia 
and New Zealand may seem 

both a faraway and unfamiliar market. 
But when you talk to the 


international bank that lives there, we'll 


bring it all home to you. 
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RELIGION 


A fight for the heart of 
Buddhism in Thailand 


By Paisal Sricharatchanya in Bangkok 

A voice exhorting self-sacrifice along 
with Buddha's teachings booms 

from a public address system. It is mid- 

morning at the Santi Asoke (the name 

means peace and no sorrow) religious 


sect's abode on the eastern outskirts of 


Bangkok. Monks and disciples assem- 
ble for their vegetarian meal, the only 
one of the day, and the exhortations 
continue as they eat. 

Into this scene enters Phra Pothirak, 
the charismatic but controversial 54- 
year-old abbot. Thai Buddhism today, 
he says, is distorted by decadent ele- 
ments and superstitious beliefs. Various 
rituals that are now commonly per- 
formed at monasteries contravene 
Buddha’s teachings, he says. The signs 
of religious degradation are plentiful, 
he continues, just think of all the senior 
monks who indulge in unreligious prac- 
tices such as faith healing or lottery pre- 
diction. 

Pothirak’s litany of the failings of 
Thailand’s Buddhist hierarchy has hit a 


responsive chord of late. The country’s 
monastic image has been battered, most 
recently by the notorious scandal last 
year involving the issuance of bogus 
royal decorations by several temples. 
Santi Asoke, which calls itself a reform- 
ist movement, has benefited from all 
this by offering an antidote: a movement 
based on a combination of strict adhe- 
rence to the Buddhist discipline and a 
spartan lifestyle. 

Through a string of three upcountry 
branches in central and northeast Thai- 
land, Santi Asoke’s popularity has been 
growing over the past 10 years. It now 
boasts tens of thousands of devout fol- 
lowers, comprising mostly young intel- 
lectuals and middle-class families. 

But Pothirak’s preachings and the 
way that Santi Asoke conducts itself 
have put them at loggerheads with a 
large section of the religious community 
— because they run counter to the ac- 
cepted norms of Thai Buddhism and 
hence constitute a challenge to the 
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Pothirak, the charismatic and controversial abbot. PAISAL SRICHARATCHANYA 











21 Gomes 85 HO SUT- 
prise. Opponents 
charge that 
Pothirak and the 
several dozen 
monks under his 
control are bogus 
because they do 
not shave then 
eyebrows, weal 
brown rather than 
yellow robes, and 
are strict vegeta- 
rians — all con- 
trary to the ac- 
cepted practices of 
Thai monks. Some 
even claim that 
Santi Asoke is anti- 
Buddhist since tts 


monks do not wor- 
ship statues of 
Buddha. 
Pothirak's sta- 
tus as a monk and 
Santi Asoke's very 
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country's established Sangka order. 
Pothirak has earned himself many 
enemies among his conservative coun- 
terparts. His abrasive and sometimes 
arrogant style only aggravates the con- 
flict. 

The fact that there are mounting at- 
tacks against him and Santi Asoke thus 


existence also have 
been branded illegal because he left the 
Ecclesiastical Council in 1975. Under 
Sangka laws, the council serves as the 
government-designated body which reg- 
ulates and supervises all Thai monks. 
Pothirak’s desertion 13 years 


ago 


and his subsequent actions have thus 
amounted to an open rebellion against 
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general election. The movement made 
no attempt to hide its support for Palang 
Dharma, which included the printing 
of party campaign posters, though 
Pothirak and Chamlong have tried to 
publicly distance themselves from each 
other of late. 

During the campaign, critics charged 
that Santi Asoke was promoting Palang 
Dharma as its political arm that would 
work towards the ultimate goal of a “re- 
ligious revolution” — charges denied by 
both Pothirak and Chamlong. 

Once the election was over, Santi 
Asoke's critics stepped up their attacks. 
Two Buddhist groups, Parian Dharma 
Semakom (an association of graduates) 
and the Buddhist Protection Club (a re- 
ligious activist group), submitted a writ- 
ten protest to the government, demand- 
ing that Pothirak be defrocked and the 
unorthodox sect be labelled illegal and 
closed. Their protest was sent to the 
new Education Minister Mana Rat- 
tanakoset. 

On 23 August, a team from the Edu- 
cation Ministry and Religious Affairs 
Department met Pothirak as well as 
lawyers for both the protesting groups 
and for Santi Asoke. Since the protes- 
ters’ accusations that Santi Asoke is il- 
legal rely on the fact that Pothirak re- 
signed from the Ecclesiastical Council, 
government officials essentially urged 
him to rejoin the council. This would 
put him under the control of the Sangka 
order. 


p opinion is sharply polarised, 
turning the affair into a contentious 
political issue. *The only mistake Santi 
Asoke might have committed is its re- 
fusal to subject itself to official control. 
But it has done nothing to tarnish 
Buddhism," commented an editorial in 
the  mass-circulation, Thai-language 
daily Thai Rath. The newspaper urged 
the authorities to purify Thai Buddhism 
by investigating some Sangka monks 
who are supposedly involved in black 
magic or other unreligious activi- 
ties. 

No one has filed any charges in 
court, and the Education Ministry 
hopes to avoid a court battle for fear of 
further aggravating the rift. So far, 
Pothirak remains non-committal and 
holds out little promise of rejoining the 
council. For one thing, Pothirak and 
his followers would have to observe the 
Sangka order’s regulations, such as 
shaving their eyebrows and wearing vel- 
low robes, if a reconciliation was 
worked out. 

His deputy abbot was quoted recent- 
ly saying that Santi Asoke would be will- 
ing to become part of the Sangka order 
again if there was a firm guarantee that 
there would no persecution of the sect 
and some degree of autonomy to con- 
tinue its unorthodox practices. This 
leaves the Education Ministry in the de- 
licate position of discovering a com- 
promise both sides will accept. Oo 


SOCIOLOGY 





A matter of class 


State and Family in Singapore: Restructuring an Industrial Society by Jane! 
W. Salaff. Cornell University Press, Ithaca and London. US$37.50. 


E eoe on the four "little dra- 
gons" — Hongkong, South Korea, 
Taiwan and Singapore — abounds these 
days. Indeed, it has become something 
of a growth industry, but few have at- 
tempted to deal with the human reality 
of development and its impact on every- 
day life, on domestic consumption pat- 
terns, on people's marriages and their 
wider kinship networks — in short, on 
what the author of this book, Janet W. 
Salaff, calls “the fabric of life." 

Much of the interest in Salaff's book 
lies in its approach to answering the 
question of what actually happened to a 
group of working class families in Singa- 


The domestic dimension. 


pore between 1974-76 when the initial 
study was done, and 1981 whena follow- 
up study was done. This is a relatively 
short period, but one in which the com- 
bined forces of rapid economic growth 
and the collective weight of the Singa- 
pore Government's social-engineering 
policies were working together to force 
up wages, change the structure of the in- 
dustrial economy and consolidate social 
patterns. The Singapore of the mid- 
1980s certainly looks a different place 
from the Singapore of the mid-1970s. 
But while the economic successes of 
Singapore during this period are not in 
doubt, Salaffs study shows that the 
integration of the workforce has not led 
to the integration of the society. This 
has some significance, not only for Sin- 
gapore, but for other newly indus- 
trialised countries as well since they are 
following the same development path. 
By implication Salaff's thesis be- 
comes both a critique of Singapore's 
particular modernisation policies, 
through her highlighting of their unex- 





pected sociological by-products, and a 
more general critique of all those deve- 
lopment theories that miss out the 
domestic and familial dimensions of 
their impact. By altering her focus in 
this way, Salaff also manages to incor- 
porate in her study the position and lives 
of women without resorting to a strident 
feminism. 

But what gives State and Family in 
Singapore considerable depth and an 
ability to hold the reader's interest is the 
way in which Salaff has carried out de- 
tailed case studies of a fairly representa- 
tive cross section of poor and reasona- 
bly secure families. These include a haw- 
ker, bus conductor, elec- 
tronics factory worker, 
tinsmith, domestic ser- 
vant, sewing machine 
mechanic and a draftsman 
as well as housewives dur- 
ing the earlier and later 
development phases. 

A common preoccu- 
pation of family socio- 
logists has long been 
the impact of industriali- 
sation on the family. The 
Singapore example pro- 
vides a fresh comparative 
perspective on this, 
though the conclusion is 
perhaps not altogether 
unexpected: during the 
first phase social in- 
equalities were very 
marked, but in the second phase, though 
some gapshad narrowed, social class was 
still a major factor determining an indi- 
vidual's opportunities. 

Salaff believes that the mere provi- 
sion of social services does not in itself 
eliminate inequalities, but that the key 
factor to reaching that goal is access to 
these resources, which the poor are the 
last to know about or use. 

While a general sociological state- 
ment of this kind is helpful up to a point, 
and, Salaff makes a number of such per- 
tinent points, the book really comes 
alive in its family case studies — the pat- 
tern of their days, making ends meet, 
daily preoccupations, hunting for a bet- 
ter job or not bothering because of ex- 
pectations of failure, especially as de- 
pressed living standards decline even 
more as the society gets richer and more 
consumer-oriented. 

All this is present in a social context 
where the state shapes almost every as- 
pect of life — a situation exploited by 
the more secure families, but which in- 
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Results .  Swire Pacific Limited’s profit before. extraordinary items for the first half of 1988 was HK$1,361.9 million compared 
with HK$1,098.3 million in the equivalent period in 1987, representing an increase of 24.0%. Extraordinary profits of HKS385.9 
million were 6 recorded (1987: nil). The unaudited consolidated results for the six months ended 30th June 1988 were: 























Six months ended Year ended 
30th June — — 3st December 
1988 1987 1987 
MN M HKSM HKSM HKSM 
Turnover 11,642.0 9,478.0 g 20, 166.4 
2 Operating profit 2,692.1 2,044.8 4565.4 
Net finance charges 416.0 191.4 | 458.4 
Net operating profit 2,276.1 1,853.4 4, 107.0 
Share of profits less losses of associated companies 105.1 98.4 78.8 
Profit before taxation 2,381.2 1,946.8 4,285.8 
Taxation 434.3 383.7 __ 118.3 
Profit after taxation 1,946.9 1,563.1 3,570.5 
Minority interests 585.0 464,8 1,174.4 
Profit before extraordinary items 1,361.9 1,098.3 2,996.1 
Extraordinary items 385.9 e nini 
Profit attributable to shareholders 1,747.8 1,098.3 2,396.1 
Dividends 364.2 . 298.1 9781 
Retained profit 1,383.6 800.2 1,423.0 
Earnings per share: 
‘A’ shares 86.6¢ 70.5€ 153.3€ 
'B' shares .A7.3€ ME.. 207e 
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T Earnings per share are calculated by reference to the profit before extraordinary items in each period and the weighted: average | 
| number of shares in issue in those periods. - 





Interim dividends The directors of Swire Pacific Limited have today declared interim dividends for 1988 of 280€ per ‘A’ share 
< and 4.6¢ per ‘B’ share. 








1988 i 1987 — 0 
Interim interim Final Total 

Dividends per share: ! | 
‘A’ shares | 23.0€ 19.0¢ A3.0€ 62.06 


*B' shares 4,06€ ec EG ae ae 6c 124€ as 
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r The interim dividends are payable c on | tst October 1988 to shareholders registered at the close of biisiness i on 30th i September 
e 1988; the share registers will be closed from 20th September 1988 to 30th. September 1988, both dates inclusive. 


Sone The interim dividends will comprise minimum cash dividends of 1.0€ per ‘N share and 0.2¢ per 'B' share, which are being paid 
| in order to ensure that the shares of the Company continue to be Authorised Investments for the purpose of the Trustee Ordinance 
d of Hong Kong, and an issue of additional shares by way of scrip dividends but shareholders will be given the option of receiving 
.. cash in place of part or all of such scrip dividends. Full details of the scrip dividend procedüres will be given in a circular which 

D will accompany the complete. Interim Report to be sent to shareholders on 6th September 14988. 


)spects Operating conditions for Cathay Pacific Airways remain stable andin the absence of any sit nificant adverse changes 
-another good year is in prospect. Hong Kong Aircraft Engineering Company should also perform well jerty div 
T expect a satisfactory outcome to the year. Trading division's s > results are forecast to be Manet ped in 19 y7 









) the. division still persist. Offshore sen ; es activities will remain n quiet. ‘Prospects: for the iuh vèra if ie 
good. | expect that the final dividends to be recommended will be at least double the interim dividends. 


jong Kong, 26th August, 1988 














creasingly alienates those already in 
peripheral occupations. It is the already 
secure families, economically speaking, 
who are precisely the ones that succeed 
best in deepening their own involve- 
ment in the market economy and in 
playing to their own advantage state 
policies, like family planning incentives 
and access to public housing. 

Running through the ethnographic 
detail are revealing human stories on 
how ordinary people actually cope, 
their attitudes to kin, their networks of 
support and their views on marriage, 
sex, work, education, in-laws and lei- 
sure. Fortunately, Salaff has been able 
to capture the feelings of both husbands 
and wives equally well, as individuals 
and in their commitment to family life. 

Some years ago the US sociologist 
Richard Sennett wrote an influential lit- 
tle book called The Uses of Disorder in 
which he extolled the necessity of some 
level of spontaneity, lack of planning 
and uncertainty to produce a city habit- 
able by human beings. What Salaff has 
perhaps unwittingly done is to produce 
a study that might well be sub-titled 
"The Uses of Order" — an analysis not 
only of changes in income, consumption 
patterns, images of marriage and the 
persistence of class, but also of the feel 
of life in a highly ordered, highly con- 
trolled social environment. 

It is a pity she does not make this 























more explicit, for though she talks of the 
"fabric of life," her descriptions are dis- 
tinctly those of a sociologist — rather 
formal, a bit abstract and lacking the 
depth and sensitivity found in the best 
anthropological examples of that genre. 
But having said this, the book still 
comes closer to capturing everyday life 
in Singapore for average people than 
many other studies, even those done by 
local scholars. 

It does, however, have some pretty 
systematic shortcomings too. The book 
lacks the cultural dimension which pro- 
vides the relationship and sensitivity be- 
tween culture and kinship. 

Restricting the study entirely to 
Chinese families (except for one case 
where the husband was an Indian mar- 
ried to a Chinese) is also very limiting 
and, in the context of the thesis of the 
book as a whole, self-defeating. This 
would be fine if the book claimed to be 
about Chinese families in relation to de- 
velopment, but it claims to be a general 
study of the society as a whole. 

Of course, Singapore is a highly 
pluralistic society, which in itself has 
three major implications: for the gen- 
eral fabric of the society, for the inter- 
relationships of one ethnic group to all 
the others, and for the study of the diffe- 
rential impact of development on differ- 
ent ethnic groups. This is also entirely 
missing. — John Clammer 
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Clinging to 
isolation 


The World of Nagas by Murkot 
Ramunny. Northern Book Centre, New 
Delhi. Rs 325 (US$22.85). 


he Nagas of India are a group of 

ethnic Mongoloid tribes who live in 
the mountainous tract between the 
slopes of the Brahmaputra plains anc 
the hilly ranges west of the Chindwir 
Valley in Upper Burma. For centuries 
Nagaland (which had a population o! 
773,281 in 1981) was inaccessible to out: 
siders, while recent political turmoil ha: 
kept visitors away. 

Although squeezed between the 
Hindu and Burmese civilisations, the 
Nagas have kept themselves aloof from 
these cultural spheres and preservec 
their own identity for years. Theirs ap- 
pears to be the remnant of an archaic 
civilisation dating back to pre-historic 
times with parallels — traced back tc 
the neolithic age — with the hill peoples 
of Taiwan, the Philippines and Borneo. 

Physically, the Nagas resemble the 
Palaeo Mongoloid races of Southeas: 
Asian countries, which has further ac- 
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Naga women: remnants of an archaic civilisation. 


centuated their isolation and sense of 
separation from the rest of India. For 
ages, they have lived in seclusion in 
their villages perched on hill tops, and 
have led a life where loyalty to the fam- 
ily, clan and village was of paramount 
importance. 

The history of Nagaland is that of 
continuous rivalry between the villages. 
Feuds, reprisals and lasting enmity be- 
tween them over the years have been 
partially triggered by an antiquated 

“head hunting” tradition, stemming 
from a belief that the severing of the 
human head and its preservation in the 
village would bring prosperity and fer- 
tility. Perhaps it was fortunate for the 
Nagas that the world had left them 
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alone; and they have clung to this 
isolation, devising a closely knit so- 
ciety built on equality and a high sense 
of integrity and belief in the supreme 
being. 

All of this, however, came to an ab- 


rupt end when the British extended | 


their administrative control over Naga- 
land in the 19th century. It was only 
then that tribal names like Angami, 
Rangma, Lhota, Ao, Konyak, 
Sangtam, Chang Sema, Phom, Zeliang 
gained even a bit of recognition out- 
side of Nagaland. With the British 
came the missionaries and Christianity 
and an end to head hunting, though 
modern machinery and science, com- 
munication, technology, education and 


Melodramatic parable 


Peking by Anthony Grey. Weidenfeld & Nicolson. £12.95 (US$21.51). 


he Long March, the chain of epic ad- 

ventures strung across China's wild 
interior, is as much an inspiration to 
writers as it was to the creators of Mao 
Zedong's propaganda. It is also the cen- 
trepiece of Peking, a story by Anthony 
Grey, who, as cii correspondent in 
Peking during the Cultural Revolution 
(1966-76), became the West’s best 
known victim of the Red Guards. 

Grey's hero is British missionary 
Jakob Kellner, loosely modelled on the 
Swiss Alfred Bosshardt: there was a 
German pastor called Kellner who 
shared captured with Bosshardt by He 
Long's 2nd Army when it began its own 
"little long march" to join Mao in 1934, 

Grey puts his hero squarely into the 
First Front Army cavalcade on the 
"real" Long March, along with a wife 
(who is quickly beheaded) and baby 
daughter. The key Chinese characters 
are a young brother and sister whom 
Kellner meets on the boat to China, 
and, who re-appear as Red Army cadres 
after renouncing their rich *compra- 
dore" family in Shanghai. 

Kellner and the girl are mutually at- 
tracted and, one night, sleep together on 
the Great Snow Mountain when hunger, 
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development did not arrive as quickly. 

While the rest of India was trying to 
rid itself of colonial rule, the Nagas were 
fiercely fighting for their own identity. 
This fight for independence from India. 
which itself gained independence from 
Britain in 1947, continued for another 
20 years, and it took the political skill, 
firmness and liberalism of four succes- 
sive Indian prime ministers to persuade 
the Nagas to agree to become part of 
post-colonial India. 

Murkot Ramunny, who served with 
the Indian Government during the 
period of turbulence in Nagaland, 
chronicles these events in The World of 
Nagas in an objective and fair manner, 
and with an analytical approach and in- 
sight into the issue. His first-hand know- 
ledge of the events and a deep under- 
standing of the Naga culture and psyche 
as well as the national philosophy of In- 
dian life makes his book a reference 
treatise on the subject. 

Ramunny has delved into the whole 
gamut of the history of the Nagas and 
their culture. His accounts on the Naga 
the evolution of 


| the state of Nagaland, peace talks and 





exhaustion and disease seem close to ex- | 


tinguishing the communists' bid for poli- | 


tical survival. It is then that Kellner be- 
gins to see some positive points in the 
communists he had been taught to mis- 
trust. 

Grey then ditches the Bosshardt 
model for that of Fr Laszlo Ladany, a 
prominent China-watcher who for many 
years was the editor of China News 
Analysis . His hero emerges again in the 
1950s heading an information service 
about China. The brother and sister, 
meanwhile, become important figures in 
the Chinese hierarchy. 

The story moves on through the 
Great Leap Forward and the Cultural 
Revolution to the discovery by Kellner's 
daughter that she was suckled by the 
Chinese woman her father had loved. 
Kellner himself, now portrayed as a sort 
of Edgar Snow jetting into Peking for in- 
terviews with the ageing Mao, also has a 
surprise in store for him; that night on 
the Snow Mountain had produced a son 
who had grown up into one of the Cul- 
tural Revolution's bullies. 


— m 





missions, visits by Indian prime minis- 
ters and the final political and adminis- 
trative details of the solution to the 
Naga question are told from both the In- 
dian Government's and Nagas’ points of 
view. — K. ii neces alsin SES rines 


guish when he discovers that his son, 
who is not aware of his identity, and his 
daughter are attracted to each other. 

Thus presented, Peking sounds 
melodramatic. Yet, despite the heavi- 
ness of style, it is skilfully narrated. The 
novel’s intellectual content is, however, 
its weakest point, with Kellner lecturing 
a dying Mao on the need for better un- 
derstanding of the human spirit. 

The catalogue of Chinese libels 
against missionaries, such as the gouging 
of the eyes of dead converts, the dilation 
of anuses of converts’ babies to facilitate 
sodomy, the drinking of the menstrual 


| flow of women and leading congrega- 








The strains between the Chinese | 


characters trapped between different 
factions are highlighted by Kellner's an- 


tions into mass copulation after Sunday 
services, which Grev contrives to intro- 
duce very early on in the book, is mis- 
leading and does not signal a series of 
more titillating intrusions. 

Grey is good at catching a historical 
mood and at describing the complex re- 
lations between ordinary Europeans and 
Chinese thrown together by history. 
However, he is not suited to weaving 
real, larger-than-life figures such as 
Mao and Zhou Enlai into his narrative, 

The web of Peking is impressive. It 
shows an English religionist whose faith 
and certainty are eroded by daily contact 
with communists, but are restored 40 
years later with the exposure of com- 
munist excesses and organisational in- 
adequacies. The book is a parable of 
China and the West's love affair with it. 

— Dick Wilson 
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By James Clad in Manila 
ready Southeast Asia’s simplest and 


. more liberal. The Aquino government 
.. supports moves to increase exploration 
incentives to counter disappointing field 
- results, to reduce political risks and, not 
| least, to offset the lure of better-en- 
4... dowed regional neighbours. 
e] Legislation likely to be passed soon 
[by the Philippine Government would 
p allow oil companies to recover an even 
< greater proportion of operational costs 
-m the early years of production and 
© Offset costs of failed exploration against 
production. In time, this may lead to 
local oil production supplying more 
than the present 4% of consumption. 

The Philippine incentive system rests 
on two presidential decrees, numbers 87 
and 1,927, which were issued in 1972 
-1983 respectively by former president 
Ferdinand Marcos. The regime he 
| created has changed very little over the 
= | past 16 years. It comprises a three- 
tiered exploration and production struc- 
ture patterned after Indonesia's produc- 
tion-sharing approach. “The contractor 
| | assumes the risks, in return for which he 

receives stipulated shares," said Mario 
| Uson, a petroleum law specialist in 
< Manila. 

Under this system, foreign contrac- 
tors may opt for an initial, non-exclusive 
^ .geophysical survey contract for six 
»|.months. This can lead to an exclusive 
^ exploration contract, usually for one 
year, to prospect in a likely area. If com- 
< mercially viable finds are made, a third 
-$tage — a production-sharing service 

contract — begins. The government's 
Office of Energy Affairs (OEA) is flexi- 
ble about the pace of drilling, but it nor- 

ially expects three wells to be drilled 
within the first two years. 
«In practice, foreign investors rarely 
opt for the non-exclusive first stage. In- 
stead, they opt to move immediately to 
the exclusive survey contract, with a 
term of seven years and an option for 
. another three. The contract for this type 
- of operation, concluded with the OEA, 
: imvariably contains a pre-negotiated op- 
- tion to enter into service-contract oper- 
. ations (for 25 years extendable by 15) if 
a commercial well is drilled. 
_.. The current oil-investment regime al- 
lows contractors to write off up to 70% 
of gross oil production to cover liberally 
defined operational costs incurred in 
both exploration and production 
phases. Returns are determined by free- 
market crude prices. 





P hilippine oil investment rules, al- | 


. most generous, will soon become even | — " 


| 
| 
| 


Manila also imposes no immediate 
or minimum obligation for local partici- 
pation. But another 7.576 of gross oil 


production can be deducted if the con- | 
tractor has Filipino equity participation | 
of 30% or more. This is called the | 
"Filipino Participation Incentive Allow- | 


ance" (FPIA). It expires on 31 De- 
cember this year. 

As a result, the portion of output 
which is deemed “profit oil” and shared 


with the government, from most of the | 


Philippines’ few producing wells, can 
amount to as little as 22.5% of the total. 


Even then, the production-sharing for- | 


mula of 60:40 in favour of OEA remains 
modest in comparison with other Asean 
oil regimes. As a parting act of genero- 
sity OEA also pays, from its 60% share 
of profit oil, the contractor's corporate 
income tax. There are no other levies. 
As might be expected, such generos- 
ity reflects a weak bargaining position. 
It is no accident that the Philippine ser- 
vice contract has become "probably the 
simplest petroleum tax system in South- 
east Asia," as the British oil analysts 
Wood, McKenzie & Co. remarked dur- 
ing a recent petroleum seminar in Singa- 
pore. : 
That firm also calculated that even 
US$10.20 a barrel would yield the con- 
tractor a 15% rate-of-return in the 


Manila is set to offer an even better deal to oil explorers 


77] Philippines. By comparison, contrac- 

| tors pumping Malaysian oil need 
| US$20.90 a barrel for the same return. 
J They need an average price of US$17.40 


FAENMNMMMMMRERNRRNMERMRMMMEMRMNEEENENNENRNNENNNRMMEERREEEEEEEEEEEE—————»——————ÓÓÓÓ————M——— n P aaa aaan — 












in Indonesia, and US$17.10 in Thai- 
land, which has recently instituted con- 
tractual arrangements in place of a roy- 
alty system, according to Wood, 
McKenzie. | 

Despite impressive geophysical pos- 
sibilities documented in a 13-volume, 
World Bank-financed study finished 
last year, the Philippines ranks high ona 
measurement of number of drilling days 
per oil discovery. Indigenous wells sup- 
ply just 4% of the Philippines’estimated 
consumption of 180,000 barrels per day. 


nterest in the Philippines peaked in 
the early 1980s and has tailed away 
since. The discoverer of the oldest and 
most productive well, the US-based 
City Services, sold out a few years ago. 
Last year, however, increased demand 
from a slowly recovering economy and 
the brief global oil-price rise prompted 
the OEA to go on tour. OEA director 
Wenceslao Delapaz sold 36 of his World 
Bank studies, at US$25,000 each, and 
met oilmen in Denver, Houston, Cal- 
gary and London. So far he has had few 
return calls. Delapaz had hoped foreign 
contractors might spend US$30 million 
this year on exploration. That figure 
now seems too high. 
By comparison with Manila's Asean 
neighbours, Philippine production is 
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Return to Vietnam 


Western and Asian oil firms find an official welcome 


By Tom Fawthrop in Ho Chi Minh City 


fter many years of wooing Western 

oil companies, Vietnam has 
clinched a major offshore exploration 
deal with Shell Oil UK worth US$70 
million based on the initial three-year 
phase of operations. 

The product-sharing contract, which 
includes a one-third participation by the 
Belgian company Petrofina, will cover 
15,000 km? off the coast from the an- 
cient central city of Hue. A Vietnam- 
ese-Soviet joint venture currently oper- 


ates five oil-producing wells in Bach Ho | 


off the Mekong Delta in the south. 
Another boost to Vietnam's nascent 

oil industry was the July opening of a 

small 40,000 ton-a-year (t/y) refinery 


called Saigonpetro located just outside 
Ho Chi Minh City. Bach Ho crude wil 
be shipped to the refinery by tanker. 
Vietnam's state-oil company, Pet 
rovietnam, is talking about expanding 
Saigonpetro to 150,000 t/y. It also want: 
to build a vastly bigger refinery with : 
capacity of 3 million t/y. The latte: 
would be a joint venture between the 
Soviet Union and Vietsovpetro Explo 
ration. Although the Vietnamese are 
keen and talk of a site in Dong Nai pro 
vince near Ho Chi Minh City, there i: 
some doubt as to whether the Soviets 
who would finance the project, are 


equally enthusiastic. 


Communist party chief Nguyen Var 





small. The country’s only 
producing wells are located 
off Palawan island in the 
southwest. eg supplied 2.1 
million barrels last year. Just 
keeping exploration going 
has proved a demanding task 
against a backdrop of slug- 
gish world demand, more 
promising possibilities else- 
where in the region and lin- 
gering doubts about the 
Aquino government's staying 
capacity. Delapaz had the 
bad luck to be giving presen- 
tations in Houston in August 
1987 while Manila echoed to 
gunfire after a failed coup at- 


ae 

'hanges to the investment 
regime may help, however. 
The Petroleum Association 
of the Philippines, which 
groups local oil companies, 
drafted changes to decrees 87 
and 1,927 and sent them to 
the lower house of the Philip- 
pine legislature. 

After Delapaz has added 
his modifications, a new oil- 
investment law will probably 
emerge later this year. The 
new law will not alter the 
60:40 formula but it may do 
some or all of the follow- 
ing: 

» Raise the soon-to-expire 
FPIA from 7.5% to 10% and 
increase depreciation allow- 
ances for local companies’ in- 
come-tax purposes. 

» Lift allowable maximum recovery of 
operational costs from 70% to.90% dur- 
ing the first two years of produc- 
tion, dropping to 80% from the third to 
the fifth year, and to 70% there- 
after. 

» Create an 


Linh has referred to oil as the 
"spearhead industry" in the country's 
search for answers to the current eco- 
nomic crisis. The Vietnamese are keen, 
however, to avoid over reliance on-the 
Soviet Union. For example, an overseas 
Vietnamese company based in France, 
Serepeco, was prominent in supplying 


equipment and expertise for the Saigon- : 


petro refinery. 


W estern oil companies explored the 
Bach Ho area in the late 1970s but 
with disappointing results. They pulled 
out leaving the path clear for the first 
Vietnam-Soviet joint venture, Vietsov- 
petro, which enjoyed its first success in 
1986. 

Vietnamese oil is of a similar quality 
to Indonesian crude and is high in araf. 
fin. Production started out at 40,000 t/y 
and rose to 270,000 tons last year. Two 
contracts totalling nearly 130,000 tons 
were sold to Japanese companies, and 
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| fund" into which the OEA will put half 


or more of its share of profit oil and 
which will fund exploration drilling by 
local companies, interest-free. 

» Allow contactors a cross-recovery 
scheme in which costs incurred by them 
ing working different survey or service- 


the Japanese are expected to buy more | 


this year. Hard-currency earnings last 
year totalled US$47 million. 

At the beginning of 1988, Vietsov- 
petro opened a fifth production well in 
Bach Ho, which reportedly has a po- 
tential flow greater than the first four 
combined. Western oil sources say Viet- 
nam is talking about producing 950,000 
tons this year. 

By 1990, the Vietnamese hope to 
push production to 3 million tons a year, 
according to a spokesman for the Ho 
Chi Minh people’s committee, thus 


Ee = 
Philippines 





making Vietnam more or less self-suffi- | 


cient. 

Apart from Soviet technology, Viet- 
nam has also imported a US$49.5 mil- 
lion jack-up rig purchased from Far 
East-Levingston shipyard in Singapore 
and it has secured credits from Japanese 
firms for other oil-development projects. 

Western diplomatic sources in Hanoi 
revealed that the draft Shell contract 


contract areas will be recov- 


erable against production 
revenue. 
Although the measure 


seems likely to be enacted, 
the immediate effect may not 
be dramatic. And the sums 
earmarked for the explora- 
tion fund are trifling. The 
OEA has gained only P150 
million (US$7.1 million) 
from its profit oil. Half of that 
will not go very far. 

Apart from that, some 
legislators may obstruct the 
measure, milking it for 
nationalist appeal. Already 
some say the current oil-in- 
vestment regime contravenes 
the 1987 constitution. De- 
lapaz rejects this view but, 
just to be on the safe side, he 
is sending new exploration or 
production agreements for 
Aquino’s signature. Con- 
stitutionally, the president 
may make special arrange- 
ments with foreign firms ii 
needed technology is im- 
volved. 

On the plus side of the po- 
litical risk equation, the 
Philippines is well served by 
its small but able OEA staff. 
Delapaz has held essentially 
the same job for 11 years — in 
sharp contrast to the rapid 
turnover elsewhere in the 
Aquino administration. 

Delapaz told the REVIEW 
that foreign contractors were 
starting to look at exploration again. 
But only slowly. His hopes now centre 
on the Sulu Sea area, where the Austra- 
lian group Hartogen has an exploration 
contract, and on the entry of New Zea- 
land's Petrocorp in the Palawan area. 
The new rules may help the upswing. 0 





dated back to 1984. The passing last 
year of the foreign-investment code had 
assisted the final signing of the con- 
tract. 

Shell Exploration and Petrofina are 
to spend US$16.5 million over the next 
three years to shoot 10,000 seismic lines 
and drill three wells. The site off Hue is 
on the same continental plateau and 
has the same geological structure as 
China's offshore fields near Hainan 
Island. 

India has also agreed to assist oil- 
drilling ventures on sites adjacent to the 
Vietnamese-Soviet wells in Bach Ho. 
New Delhi's Oil & Natural Gas Corp. 
recently concluded à production-shar- 
ing contract with Vietnam involving 
USS5 million a year in exploration com- 
mitments. A further contract was signed 
by Hydrocarbons India and Petroviet- 
nam for a 25-year agreement on explo- 
ration rights with the first well expected 
to be in place by 1990. A 





Priming the oil drillers 


Indonesia makes concessions to foreign petroleum firms 


By A Correspondent in Jakarta 


F orien oil firms will find it easier to 
operate in Indonesia following 
changes in the terms of standard pro- 
duction sharing contracts (PSC). 

Announcing the move on 31 August, 
the Indonesian Government publicly 
admitted that the country's petroleum 
industry is in trouble. Indonesia has 
been struggling in recent years to find 
additional oil reserves. 

Last year, only 120 million barrels of 
new oil reserves were found. During the 
industry's heyday in the 1970s, In- 


ECONOMIC RELATIONS 


donesia was discovering 300-600 million 
barrels of new oil each year, and even 
registered a record 1.2 billion barrels in 
1975. Given Indonesia's annual oil pro- 
duction of around 400 million barrels, 
Indonesia will become a net oil importer 
within the next 30 years. 

"[deally the amount of new oil found 
each year should be the same as the an- 
nual production rate," Mines and 
Energy Minister Ginanjar Kartasasmita 
told reporters. 

Depressed oil prices in recent years 


A slow boat to China 


South Koreans may be too optimistic about relations with China 


By Mark Clifford in Seoul 

ne thing is certain about relations 

between South Korea and China: 
trade is mushrooming. Two-way trade is 
expected to double from US$1.8 billion 
last year to around US$3 billion this 
year. But, at least in Seoul, it is difficult 
to sort out where reality ends and wish- 
ful thinking about future Sino-South 
Korean relations begin. 

The South Koreans are betting that 
growing economic links will pave the 
way for political ties. Full diplomatic 
recognition will come in less than five 
years, predicts a senior government of- 
ficial. But for now the economic re- 
lationship will be primarily limited to 
trade, rather than investment. Sea- 
soned China-watchers caution that 
South Korean Government officials and 


business executives have unrealistic 
hopes for the pace of change. 

This was underscored by a 14-mem- 
ber delegation from China’s Shandong 
province which swept into Seoul in late 
August. Seoul officials hoped it would 
spur a business boom between South 
Korea and its nearest Chinese province, 
an hour by air across the Yellow Sea. 

The South Koreans were chagrined 
when the Chinese refused to open an of- 
ficial trade office. Instead, a Hongkong- 
based corporation set up by the Shan- 
dong government will represent the 
Chinese in Seoul. “I asked them why 
they came if they had nothing new to 
offer,” said a senior official. “I was very 
surprised to see that their position had 
not changed.” 
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have forced foreign oil companies to re- 
duce their exploration activities in In- 
donesia. This situation worsened last 
year when only 58 explorations were 
carried out compared with 250 in 1986. 

Against this background, the gov- 
ernment decided to alter the PSC terms. 
The PSC is the yardstick under which oil 
companies work in Indonesia. Under a 
PSC, the state-oil firm Pertamina holds 
the concession and the foreign oil com- 
pany acts as the operator. The foreign 
side takes all the risk by absorbing ex- 
oration and development costs. Under 
the 70-80 existing PSCs, which each run 
for about 30 years, Pertamina takes 
85% of any output, after the operator 
has been reimbursed for exploration 
and development costs. 

The basic principles of the PSC have 


In the end, the South Koreans ac- 
cepted the Chinese insistence on ex- 
changing recognition of their respective 
Hongkong affiliates in a memorandum 
signed between Li Yu, head of the 
Shandong delegation, and Park Young 
Soo of the state-run Korea Trade Pro- 
motion Corp. (Kotra). A formal agree- 
ment will be signed next month when 
Park leads a Kotra delegation to China. 

China fever has, not surprisingly, 
cooled a little in South Korea. But 
rather than disillusionment, there is a 
growing cockiness on the South Korean 
side. Economic links with China are 
going to be more difficult to establish 
than South Koreans imagined when 
President Roh Tae Woo’s China policy 
was inaugurated with much fanfare ear- 
lier this year. But government officials 
and business executives in Seoul believe 
that time — and economic strength — is 
on their side. 


&&"q" he Chinese need us more than we 
need the Chinese,” said a Sout 
Korean executive who has travelled t 
both China and the Soviet Union or 
business recently. "We're telling the 
Chinese: ‘You have to be ready to ac 
commodate us. We are busy. We have sc 
many opportunities all over the world'.' 
The South Koreans hope that politi- 
cal relations will grow naturally as the 
economic relationship expands from 
trade to include investment. "We don" 
talk about politics, we only talk abou! 
business,” said a senior official. “But we 
both know that the relationship is abou: 
politics as well as business." 
The South Koreans were cheerec 
recently by reports that Li Xiannian. 
chairman of the Chinese People's Politi- 
cal Consultative Conference, stressec 
the "five principles for peaceful coexis- 
tence" to a visiting North Korean dele- 
ation. Analysts said Li's statement was 
intended to forestall complaints from 
Pyongyang about Peking's growing 
Links with Seoul. 
Coupled with reports that Chinese 






been retained, but some of the terms 
which oil companies found restrictive 
were eased. Ginanjar said the modifica- 
tions were necessary in the light of the 
gloomy outlook for the industry, but de- 
nied that the government has sold out to 
foreign companies. "It is, though, a 
buyers' market," admitted the minister, 
who is widely regarded as a staunch 
nationalist. “We should also look at 
what other countries are offering." 

The most significant of the change is 
over the question of commerciality — 
under which Pertamina decides when a 
field is commercial and should be de- 
he not. Marginal 
fields had been close in the past be- 
cause Pertamina judged it uncommer- 
cial though the contractors would have 
been able to recover r their costs. 









Premier Li Peng told visiting oe 
Prime Minister Noboru Takeshita last 
month that China would support Roh’s 
7 July proposal to improve relations 
with North Korea, South Korean offi- 
cials are convinced that Peking is willing 
to take a bolder line towards Seoul, 
which will lead to diplomatic recogni- 
tion. 

"Nonsense," says a diplomat who 

has served in both Seoul and Peking. 
“The South Koreans have been terribly 
naive about how their relations with 
China are going to develop. I don't see 
why the Chinese should go any further 
than the commercial and cultural links." 
Any unilateral political recognition 
would undercut the Chinese position in 
relation to Taiwan, by legitimising the 
division of the Korean peninsula, adds 
the diplomat. 

The growing confidence of the South 
Koreans is also clear from the fondness 
with which both government officials 

and corporate executives talk of playing 

the Soviets and the Chinese off against 

each other. “The Russians are dying to 
have us come in," said the executive 
who recently visited Moscow. “They 
may open a trade office as early as next 

year and when they do, the Chinese will 
-be right after them." Joint ventures in 
forest products and mining are the most 
likely areas of cooperation, and South 
< Korean construction firms hope to pick 
 upsubstantial contracts. 

The most likely pattern seems to be 
for a steady expansion in Sino-South 
Korean trade, with more of it going di- 
¿rectly to China rather than transiting 
. Hongkong. This would be coupled with 
-a growing number of small joint ven- 
-tures in China, mostly in the light 
; manufacturing field. 

v There is also likely to be more tech- 
“nical cooperation. Korean Air, which is 
bringing Hungarian athletes to Seoul 
' the Olympics, received permission 
overfly China on Olympic charter 
f ane and the company says it is hope- 
ul. that permission will be extended 
fter the Games. Oo 
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This term has now been replaced by 
First Tranche Oil, under which Per- 
tamina would be entitled to the first 
20% of the output before the contractor 
is allowed to deduct costs and before the 
remaining oil, if there is any, is shared. 


The government is also encouraging | 
contractors to explore in frontier areas | 


by improving the split to 80:20 for the 
first 50,000 barrels per day of oil found 
in these areas. But the split ratio be- 
comes the standard 85:15 when produc- 
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tion between 50,000 to 150,000 barrels a | 


day and rises to 90:10 above that level. 
Frontier areas are defined as those 
where there are no proven reserves, 
usually in undeveloped areas, and 
offshore where the depth is more than 
200 m. The production split for 
Sumatra, Java, Sulawesi, Natuna Is- 


INVESTMENT 


By Jonathan Friedland in Hongkong 


outh Africa is turning increasingly 

to Taiwan, Hongkong, and, indi- 
rectly, to Japan, to replace a substantial 
decline in direct investment from 
Europe and the US. Offering extrava- 
gantly generous incentive packages, 
two separate investment missions from 
the republic claimed in Hongkong in 
early September to have won positive 
response from Asian businessmen. 

Officials attached to the poverty- 
stricken black “homelands” — of 
KwaZulu and Transkei said Taiwanese 
and Hongkong businessmen appeared 
unconcerned about the potential risk of 
investing in South Africa. Instead, said 
a delegate from the Transkei, Asian in- 
vestors "just want to know about wage 
rates and the costs of cargo. The politi- 
cal situation, the existence of apartheid, 
is just wallpaper to them." 

KwaZulu chief minister Mangosuthu 


South Africa woos Asia 


Pretoria looks East to replace US-European capital 


Buthelezi — an outspoken critic of | 
apartheid who is nonetheless seen by | 


many South African blacks as a col- 
laborator with Pretoria — sees increas- 
ing Asian investment flows in a positive 
political context. 

Together, the four "independent" 
black-ruled homelands of Bophutsats- 
wana, Ciskei, Transkei and Venda — 
whose sovereignty is recognised only by 
South Africa itself and by Taiwan — 
have attracted investments from about 
100 Asian companies. 

Almost all the investing firms are 
small to medium sized and are based in 
Taiwan. Their South African invest- 
ments are said to range from a low of 
US$50,000 to as much as US$20 million, 
though homeland officials — for the 
most part — claim to be uncertain of the 
aggregate dollar amount. According to 


m————————————————'—————— RRA a a 


| workers at such tasks as assembling 






















lands and Birdshead region in Irian 
remains 85:15. 
Foreign contractors used to have to 
sell part of their oil entitlement to Per- 
tamina under a pro-rata term. Cur 
rently, they are paid a meagre 20 US 
cents a barrel. This will be 1 raised to 10% 
of the oil export price for new contracts, 
The government has also agreed 1 
base its tax on oil companies’ income o 
the oil market price; rather than 
rigid official government selling. pric 
(GSP). The market pus has bà 


| hovering some US$3 below GSP in re 


cent months. 
Foreign oil firms have generally wel 
comed the measures though for some 
they did not go as far as they f 
wanted. "It s enough to g CC chee 
going," said one oil e "xecutive n 






one mission delegate, a handful of the 
companies -— including one which 
has built the world's largest chopstick 
factory in Transkei are in reality 
owned by Japanese firms via Taiwan 
subsidiaries, 

This trend has apparently risen as the 
government of Japanese Prime Minister 
Noboru Takeshita began to discourage 
Japanese companies from doing busi- 
ness with South Africa last March. 
Tokyo was embarrassed by the fact i that 
it had become Pretoria’s No. | trading 
partner in 1987. 

According to Transkei official Ar- 
thur O'Connor, 20 Taiwan-based firms 
and two from Hongkong have invested 
about R500 million | (US$207 million) in 
the largely barren territory since it re- 
ceived its nominal independence in 
1976. These firms now employee 15,000 


rata i rarene Sannn an Srem A sorore MIE eder AAEM SS ener tede Slide tits ie s Sit dtu EI 


ee sctabocung ios vy tee np n i Sy trata 





























——————  Ó—Á 


——Ó—ÁUÜÓÁ— 


electrical products for re-export to 
Taiwan, making cutlery for the South 
African market and producing textiles | 
for indirect export to Europe via more 
politically acceptable West African 
nations. KwaZulu which under 
Buthelezi has rejected ` “independence” 
from South Africa — has attracted R65 
million in investment funds from 
Taiwan. " 
To attract overseas investors, the | 
Pretoria government is paying heavily. 
It has instituted incentive package 
the homelands that include 80% 
subsidies on factory shells, reloc: 
cash grants of up to R1 million, 
remittance of profits. Also on « 
low taxes, and subsidies of up to 
the already dismal wages of work 
Labour unions are, for the most px 
banned. 
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- By Michael Westlake in Jakarta 
till reeling from the impact of dere- 
‘ew gulation measures in 1985 which al- 
lowed foreign ships to uplift cargoes 
from nearly any Indonesian port, In- 
donesia's shipping industry is anxiously 
awaiting the arrival of another deregu- 
latory package. 
Transport Minister Azwar Anas in 
_| July announced that a new policy had 
.|. been framed. However, the content and 
timing of the policy remain unknown, 
. much to the unease of Indonesian ship- 
owners. 

The 1985 package was designed to 
promote non-oil exports in the wake of 
the collapse of oil prices which had pre- 
viously contributed the lion’s share of 
national income. The package stripped 
most of the protection under which In- 

| -donesia’s shipping had operated, result- 
^d -ing in a sharp rise in foreign ships taking 
| "cargoes from ports near export-manu- 

facturing areas instead of from five 
major ports previously used as export 
gateways. 

The result for Indonesian shipping 
companies was disastrous. About 85 
special carriers of plywood and teak logs 
«|. suffered nosedives in their export ship- 

- ments, according to the Indonesian 
^b National Shipowners? Association 
4: ANSA). Foreign ships claim about 70% 
Of export cargoes from the North 
-|. Sumatra port of Belawan alone, for 
pz example. 



























<io By Michael Vatikiotis in Jakarta 
| I shipping companies, an- 
M xious to re-equip their ageing fleets, 
have recently been given the go-ahead 
to buy from abroad. But the govern- 
ment’s policy favouring domestic design 
and construction of ships remains on 
track, though at a few knots slower 
pace. 
—' Considered a strategic requirement, 
| the provision of Indonesian-made ships 
|. for the domestic merchant fleet was one 
of the tasks taken on by Technology 
. Minister B. J. Habibie. In conjunction 
- with the PT Pal shipyard in Surabaya, 
. which is administered by his ministry, 
. the government in 1984 launched an am- 
` bitious project to build 80 ships of 3,000 
dwt. 
A. These ships were called Caraka 
Jaya-class vessels. They were to use In- 
donesian steel from the Krakatau steel 


; C by reform 


. Indonesian shipowners fear a new round of deregulation 


| Fleet left high and dry 


|. Shipbuilders fail to keep pace with demand 


The inter-island shipping com- 
panies, still protected by cabotage, also 
lost cargoes which no longer needed to 
be shipped to the five gateways for 
trans-shipment to either Indonesian or 
foreign vessels. 

The Indonesian companies had al- 
ready been struggling to cope with a 
government rule, imposed in May 1984, 
compelling the scrapping of ships more 
than 25 years old. This rule was brought 
in partly as a safety measure because, as 
Director-General for Sea Communica- 
tions J. E. Habibie delicately put it, 
maintenance was “not perfect,” and 
partly because ships of that age were 
reckoned to be uneconomic. 

Fleet rejuvenation has been partially 
achieved, with the inter-island fleet 
dropping from a total of 397 vessels to- 
talling 503,100 dwt in 1983 to 284 vessels 
totalling 438,443 dwt by March this 
year, in which time 153 inter-island 
vessels totalling 169,304 dwt had been 
scrapped. 

But the second part of the reyuvena- 
tion policy, replenishing the fleet with 
Indonesian-built ships, is way behind 
because of the local industry's inability 
to supply the ships fast enough or at a 
low enough price. In July, the govern- 
ment was forced to capitulate to ship- 
ping companies demands, limiting 
compulsory scrapping to non-seaworthy 
vessels and allowing imports of foreign 


mill and Japanese technology, and were 
seen as the future mainstay of the mer- 
chant fleet. 

Four years later, only two ships have 
been launched. Neither are yet ready for 


| delivery. Three more are being built in 


Jakarta, and the keel of another was laid 
in August at Pal's yard. Moreover, the 
government has only ordered five of the 
ships so far. Private Indonesian ship- 
ping companies have not placed any 
orders. 

The shipping companies say the 
ship's cost is too high — the basic price 
tag is US$4.6 million. “With current 
freight rates it would have to cost US$3 
million to be economical," said Hartoto 
Hardikusumo, chairman of the Indone- 
sian Shipowners Association. 

Suleman Wiriadidjaja, Pal's techni- 
cal director, admits that financing has 
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riers. 

Further, INSA says lifting the re- 
striction came too late because the 
world market in second-hand ships has 
been recovering. Most suitable ships 
now cost more than the US$3 mil- 
lion, which INSA’s head Hartoto Har- 
dikusumo says is the upper price limit 
if the ship is to be operated pro- 
fitably. 

Hartoto told the REVIEW that a 
single policy was needed for develop- 
ment of trade, agriculture and shipping. 
He said that the present structure of the 
ministeries — shipping comes under 
Tourism and Communications — was a 
handicap because its development lag- 
ged behind that of the sectors it was in- 
tended to serve. 


“We feel that the government is 
concentrating more on collect- 
ing dollars from other sectors, not on 
how to carry their commodities,” he said. 

Hartoto said only about 30% of the 
country’s shipping companies were 
making profits. INSA figures for Marck 
show six foreign-going companies 
operating 39 ships totalling 534,363 dwt: 
49 inter-island carriers with 284 vessels 
totalling 438,443 dwt; 138 local shipping 
companies with 577 vessels of up to 15C 
dwt each and restricted to a 400-nautical 
mile operating radius; and 82 specialist 
companies with 773 vessels serving the 
oil industry and supplying tugboats at 
ports, among other work. Some com- 
panies, however, only lease ships or ac 
as agents for foreign companies. 

He said the main need now is foi 
special carriers for coal, cement anc 





proved a “major constraint" for the 
Caraka Jaya project. In 1982, when the 
design was first proposed, “the price wa: 
US$1,600 per ton against US$2,200 pe: 
ton for an equivalent ship built ir 
Japan,” he told the REVIEW. Despite the 
discounted US$330 a ton price for steel. 
the rising yen has pushed up the cost o! 
Japanese inputs, which include con. 
struction machinery and the marine en: 
gines, both from Mitsui. 

But Hardikusomo said cost is not th« 
only problem. His members have com 
plained that the design is not flexibk 
enough. *We need more specialised ves 
sels because of the increasing demanc 
for bulk commodities." At present, In 
donesian operators are barred from pur 
chasing roll-on, roll-off vessels and othei 
specialised cargo ships. 

Shipowners now find themselves in : 
tricky position. Domestic production i: 
lagging behind demand, while the gov 
ernment has been reluctant to allov 
them to buy from abroad. With 153 ves 
sels amounting to 169,304 dwt scrappec 
since 1984, the inter-island fleet is in sort 
need of replenishment. Some 40 vessel: 








other bulk cargoes to support 
development of the domestic 
commodities trade, though he 
added that Indonesian com- 
panies could not compete with 
foreign carriers in interna- 
tional trade. 

Also, Hartoto said, more 
container ports are needed — 
only about 10% of inter-island 
cargo is containerised. Al- 
though there is almost a free 
market for cargo rates, which 
have risen about 40% over the 
past six months, he said that 
average load factors of 60-70% 
did not necessarily indicate in- 
creasing efficiency. or. pro- 
fits. VIE eae 

Rather, he said; it indicated 
that inter-island» operators 
whose ships are part of the 
scheduled regular liner system 
are increasingly asking for offi- 
cial deviations. from . their 
routes to pick up extra cargoes. 
This indulgence makes. non- 
sense of the schedules imposed 
by government as part of the 
route-licensing system and al- 
lows a semi-official. tramping 
network on supposedly sche- 
duled services across the vast 
Indonesian archipelago. 

This mixture of liberalisation and 
regulation in line with what Habibie de- 
scribes as a "step-by-step approach" to 
development has produced àn unusual 
situation. Deregulation was introduced 
in a bid to boost non-oil exports, but it 
severely handicapped the local shipping 
industry because it was implemented 
ahead of their ability to cope. It opened 
the way for foreign shippers to profit with- 






older than 25 vears still operate inter-is- 
land routes, and the government has had 
to back-off on its original policy of scrap- 
ping all vessels older than 25 years. The 
ocean-going fleet is composed of newer 
vessels. 

Hardikusumo argues that shipown- 
¿ers should have been encouraged to buy 
:second-hand vessels during the 1984-86 
recession. Instead, the government ban- 
‘ned procurement from abroad in a bid to 

develop the local ship-building indus- 


fter some pressure, the ban on buy- 
dP ing from abroad has now been infor- 
mally lifted. Frank Menaro of PT 
;Pelayaran Meratus owns 11 ships aged 
from 10-20 years and says he must ur- 
ently buy ships from abroad. His 
urabaya-based company has bid to op- 
rate one of the Caraka Jaya ships, 
ut meanwhile, he is buying two sec- 
vond-hand general cargo vessels from 
‘Europe. 
Even without government sanctions 
¿against buying from abroad, there re- 
mains many bureaucratic problems. Ac- 
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out benefit vet for Indonesian shipowners. 

Also, the upgrading of overland 
transport and the advent of inland con- 
tainer terminals have sparked the begin- 
nings of intermodal cargo transport, by 
train from major export-producing 
areas such as Bandung to container- 
ships at Jakarta’s Tanjung Priok. This 
trend threatens to shift still more car- 
goes away from inter-island ships. 


cording to. Hardikusomo, to obtain a 
government permit to buy a foreign ship 
requires 10-17 different approvals and 
takes from three to five months. “We 


suggest the government deregulates the 


shipping business,” he said. 
For many operators, though, liquid- 
ity poses a major obstacle. Surviving the 


_ past few years of economic recession has 


increased their debts and operators now 
say the safest solution would be for the 
state-backed leasing company, PT Pan, 
to buy in second-hand ships for leasing to 
them. “We need the government's help 
because only the government can secure 
low-interest loans to buy the ships,” 
Hardikusumo said. | 

The shortage of Indonesia ships is re- 
flected in the increasing number of for- 
eign-flagged ships operating in Indone- 
sian waters. This is frowned upon by 
the Department of Sea Transportation, 
which makes it difficult for Indonesian 
operators to obtain dispensation per- 
mits to operate. The department has 
nontheless come under pressure to 
facilitate the licensing of foreign-flagged 
ships. 
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"Source: indonesian Shipowners” Association. 
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It is not just the private sec- 
tor, which has about 70% of 
the inter-island shipping mar- 
ket, which is having problems. 
Government-owned PT Pelni, 
which has the remaining 3076, 
announced in August that it 
had suffered losses on six 
passenger ships which ope- 
rate a network linking 30 


ports. 
Company president 
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| instance, but calls at Aceh mmo 
450) — West Sumatraand Ketapang in: 
< A00 West Kalimantan had been 


- 350 : | 
cient passengers. 


,* 900 With load factors of 86% 
"959. needed to break even on the 
igo passenger ships agamst the 
seed 6095 load factor achieved, he 
150: said a fare rise of about 300% 
£400 was needed just to break-even. 
M The only alternative was to- 
| continue the government sub- 
*'0 | sidy in the form of deler- 


red debt repayments, he said. 
This clash between deve- 
lopment requirements and cor: 


porate economics can be overridden in e 
the national interest, with government. 


assistance, fairly readily in a states 


owned company. But such help is une - 


likely to be forthcoming for the private 
sector, despite its need for assistance to 
buy either local or foreign ships, which 
explains the trepidation with which they 
await the latest government deregula- 
tion package. d 





Shipyard 
changes tack 


Hi-tech maker builds a 
sail-powered ship 


R ising up from the quav, a tall sleek 
Biron hull is taking shape in one 
corner of PT Pals Surabaya shipyard. 
According to its makers, the vessel, the 
900-dwt Maruta Java, will be a rev- 
olutionary new kind of sail-powered 
cargo ship. 

The project is being produced jointly 
with a West German company, Ham- 
burg Schiffbau Versuchs Anstalt. after à 
feasibility study conducted by the Uni- 
versity of Hamburg. With 40-m masts 
and a sail area of 1,200 m-, the Maruta 
Jaya will have a top speed of 6 knots 






under sail, and 10 knots with its small 
engine. 


Anticipating higher fuel costs in the 
future, Indonesia’s hi-tech shipyard is 
returning to its roots and producing a 
costly version of the stately prafius that 


pressmen there was an imba- 
lance of supply and demandan - 
the 30 ports — there was foo ~ 
much demand in Jakarta, for 
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plied inter- 
| iipelago for centuries: 
-Jn 1980, 


ernise Perum Pals shi yard in 


= Surabaya. Today, Pal emp oys 6,000 
~ people and is generally recognised by 


independent observers as a well-or- 
ganised, technologically advanced ship- 


Í yard with the skills and capacity to pro- 


duce ships of high quality. 

By 1990, Pal expects to have 
launched 35 vessels. Most of these, 25 in 
all, will be fast patrol boats for the In- 
donesian navy and customs service. 
Made to West German and Belgian de- 
signs, the largest is 57 m long and is cap- 
able of carrying a helicopter. As well as 
the Caraka Jaya general cargo vessel 
project, various specialised ships have 
also been built. These include two 3,500 
dwt oil tankers for Pertamina, the state- 
oil company, and two 2,400 hp tug- 
boats. 

Much of Pal's business comes from 
the Indonesian navy. In the last eight 
years, more than 200 naval vessels have 
undergone large-scale maintenance and 
repair work at Pal. Revenue from gen- 
eral maintenance and repair work 
amounts to about Rps 9 billion 
(US$5.3 million) a year, a figure that is 
expected to increase with the comple- 
tion of a 5,000-ton floating dock later 
this year. 


sland routes in the ar- 


| Technology Minister. 
Habibie set out to reorganise and mod- 





n 
| 





y "here are also ‘plans to desigit andi 
build a frigate for the Indonesian navy. 
A number of European companies are 
vying to become partners in the project. 
Diplomatic sources in Jakarta say, how- 
ever, that after a frenzy of activity to 
lodge bids last year, the project appears 
to have disappeared from view. 

Pal's Wiriadidjaja told the REVIEW 
that a report is being prepared for 
Habibie now that bids from Vosper 
Thornycroft of Britain, Bloem and Voss 
from West Germany, Schelder from the 
Netherlands, and Fincantiari from Italy 
| have been short-listed. 


owever, as with the civil marine sec- | 
tor. the navy is said to be anxious to | 


re-equip more rapidly and at a lower 

cost. Defence sources say a more viable 
option would be the purchase of re-fur- 
bished second-hand warships. 

Privately, officials at Pal express 
concern about the yard’s sluggish rate of 
production and the high cost of the 
finished product. Wiriadidjaja says that 
part of the cost problem is created by 
the high p ee of imported compo- 
nents. “The problem we face now 1s 
that if we don’t buy a material package 
from abroad, it becomes more expen- 
sive. 

Costs are also considerably in- 

creased because, for the time being, 
most marine engines have to be im- 
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ported. ‘However, Pal now has. licence 
agreements with four major European 
| marine diesel manufacturers. Accord- 
| ing to Wiriadidjaja: "If we receive at 


least 12 orders, we can begin assem- 
bly." 

Meanwhile, much of Pal's engineer- 
ing potential is being harnessed to the 
production of steam turbines, boilers, 
and other components for power sta- 
tions. In cooperation with Mitsubishi of 
Japan, Pal is making condensers, stor- 
age tanks and oil coolers for the 
Surabaya coal-fired power station in 
West Java. 

As with Pal's sister enterprise, the 
Industri Pesawat Terbang Nusantara 
aircraft company in Bandung, mass pro- 
duction at bargain prices seems a long 
way off. But, given the standards of 
technical quality and. expertise. accre- 
dited to both enterprises, Indonesia is 
well placed to secure à prominent re- 
gional role in these fields in the fu- 
ture. 

The standards of training and man- 
agement at Pal, and the overall effi- 
ciency with which the shipyard is run, are 
also seen by many observers as an ad- 
vantage for the future. Meanwhile, the 
task for the government would seem tc 


i be the need to strike a balance between 


fostering domestic production and satis- 
fying the demands of local operators. 
— Michael Vatikiotis 
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_ Pain reliever 
: p  Unctad urges banks to write off debts 


: : es ii Frances Williams in Geneva 

he claim that commercial banks may be doing them- 
5.4 themselves, as well as the countries concerned, a favour 
T. if hey write off nearly a third of their loans to the 15 most 


bold. 
- But the United Nations Conference on Trade and Deve- 
opment (Unctad) puts. forward just such a claim in its an- 
al report. Its case is cogently argued and deserves a 



























| d Bank and International Monetary Fund in West Ber- 





: nctad points out that six years after the debt crisis broke 
982, and three years after James Baker, then US Trea- 





most. indebted nations, per capita incomes and invest- 
remain lower than in 1980, while key debt ratios have 
ill deteriorated since 1982. - 

- “The markets’ poor assessment of prospects is clearly re- 
ected in the heavy discounts at which the paper of debtors is 
selling in secondary markets," the report notes. 

.. Unctad argues 1 that a 30% once-for-all cut in commercial 
-bank debt is the minimum needed to remove the foreign-ex- 
























indebted Third World nations may seem unrealistically 
ring at the forthcoming annual meeting of the GDP. 
Secretary, launched a new international debt strategy, 


risk of default has increased rather than fallen. For the | 


change constraint on. growth. for the 15 countries: Argen- — 
la. P E Brazil, N: M nura eager bui 


Uruguay, Venezuela and Yugoslavia. Together they account 
for US$300 billion out of a total of US$500 billion owed to 
commercial banks by Third World nations. — 

The move would result in a significant. and sustained 
stimulus to incomes, imports and investment. In contrast, 
continuation of the existing strategy, even with better use of 
resources by the debt-ridden nations, would lead to virtual 
stagnation in per capita incomes and no improvement in 
debt indicators, such as the ratio of debt to national output. 
or exports. This scenario “implies an eventual breakdown in 
debtor-creditor relations," warns the report. 

Unctad suggests that a cut of 30% in bank debt would 


permit per capita incomes to rise over the first five years by 


just over 3% a year, against 0.5% on the present strategy. 
Debt as a proportion of GDP for the 15 countries would 
fall to just under one-third after five years. On the exist- 
ing or new lending scenario; it would remain. at half ef 





If US banks cancelled: 30% of their claims c on n the 15 : n- 
debted nations, they would lose about 24% of their total de- 
veloping country portfolio, less than the. 25-3 j9 
level of provisions on Third World loans they have already 
made, Unctad notes. "NS. E 
_Unctad, which : acts. as a forum for north-south d discus- 
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The different national financial markets 
have now become part of a global economic 
region. The trend towards worldwide diversi 
fication of investments poses new challenges 
and demands teamwork with strong bank- 
ing partners. 


Many of our customers 
are international banks - just like us. 


Close relations with domestic and foreign 
credit institutions and central banks have 
traditionally played an important role at 
BHF-BANK. In securities and foreign ex 
change trading as well as in portfolio man: 
agement and custody accounts, our foreign 
partners bank on our strength. 

As the Deutsche Mark has gained in stat- 
ure as an international investment and 
reserve currency, Frankfurt has increasingly 
become an important European financial 
centre and the German capital market more 
appealing than ever before. With its long 
established position, more and more banks 
put their trust in BHF-BANK when consider- 
ing commitments here. 

Global perspectives are only part of what 
it takes to make a bank a partner for other 
banks throughout the world. Equally impor- 
tant is the ability to understand each individ- 
ual problem and to create the customized 
solution - the style of a merchant bank, 
which BHF-BANK has cultivated for more 
than 100 years. 





BHF-BANK 


Germany's 
Merchant Bank 





Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Tel. (O69) 7 18-0, Fax (069) 718-2296, Telex 411026 (general) 


In the world of nature responses to envi- 
ronmental forces have produced an in- 
finite variety of forms, each uniquely 
suited to its purpose. 

This process, merging the elements of 
economy, simplicity and elegance, is 
rarely equalled. 

Echoing nature, Gruppo Agusta har- 
nesses both man and machine in a total 
engineering approach, creating pro- 
ducts for a demanding international mar- 
ket. Agusta products spell success in a 
rapidly changing environment, today 
and in the future. In the world of aircraft, 
helicopters and aerospace systems, 
Gruppo Agusta provides you the power 
to evolve. 
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Who says you 


have to work 
all the time? 


Holiday Inn knows it’s not business all day, every day. You even 
have the occasional vacation. So at all our 1,593 hotels worldwide 
you'll find the best leisure facilities available. 

From the ski-fields and alpine beauty of Queenstown, New 
Zealand to the exotic scenery of Tibet. Or on a journey of discovery 
to Malaysia’s Kuching and Penang, and beyond to Thailand’s Phuket, 
Holiday Inn makes it easy to relax. 

Every Holiday Inn in Asia and the Pacific is perfectly positioned 
for time out; so you don’t have to work hard to enjoy your vacation 
or your hours off. The right reason to choose Holiday Inn first. 


— — —— LOCATION * COMFORT * VALUE — — —— 


TheWorlds First Choice 


% Holiday Sun 


For further information and reservations: 


Contact your travel agent, any Holiday Inn (worldwide) or our Regional Sales Office, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161. Telex: HX38670. Cable: INNVIEW. Fax: 3-695672. 

33 Holiday Inn hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombo : 
Damai Beach Malaysia * Guilin * Hong Kong * Islamabad + Johor Bahru + Kanazawa * 
Karachi + Kuala Lumpur + Kuching + Kyoto + Lhasa * Manila + Nagasaki + Narita + New Delhi + 
Osaka + Penang + Phuket + Queenstown New Zealand + Singapore + Sydney * Tokyo - 
Toyohashi + Xian * Yokohama 


FarEastern Economic 





Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85 percent of the 
Review's circulation is on 
prepaid subscription, and 
Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of 
the Review Subscriber 
Study 1986 please write 
on your company's let- 
terhead to: 


Samuel J. Atlee 

General Manager — 
Marketing & Sales 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


or any one of our sales offices worldwide. 
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Down and under in Hongkong 


Australian firms lose their enthusiasm for the territory 


By Jonathan Friedland in Hongkong 

or the high profile group of Austra- 

lian-controlled investment com- 
panies that crowded into Hongkong 
during the later stages of the 1986-87 
bull equities market, injury may soon be 
added to insult.. 

An accruals taxation plan, unveiled 
by Australian Treasurer Paul Keating in 
May and being reviewed by the govern- 


ment's tax office, could remove one of | 


the remaining incentives for these com- 
panies to use Hongkong as the jumping- 
off point for global expansion. 

No longer will they be able to invest 
abroad and take full advantage of book- 
ing their earnings in the territory, where 
businesses are not taxed on offshore in- 










DEEP DISCOUNTS 
IN HONGKONG 


ge (Selected financial data priceon | Nape 


: 10/1988 


zome and where the top rate on domes- 
tic profits is.a moderate 17%. 

For such: Hongkong-listed firms as 
Bond Corp. International Ltd (BCIL), 
Elders Investment, Capital Corp., Wor- 
mald Pacific, and Industrial Equity 
Pacific (IEP), ‘this looming change is 
anly the latest inva list of woes faced 
since the bull market turned bearish. 

-These include a market assessment 

ihat — save for Sir Ronald Brierley's 
[EP — puts their shares at a deep dis- 
count to their underlying asset value, as 
well as their inability to tap the local 
equity market for fresh funds. As BCIL 
chief executive Peter Lucas said: “Aus- 
italan companies haven't won a great 
deal of sympathy in the local market 
place." 
. This is a far cry from the halcyon 
days of 1986-87 when America's Cup 
winner Alan Bond and mercurial 
Malaysian-Australian tycoon Lee Ming 
Tee led the parade into Hongkong. 
Snapping up assets as far afield as Chile 
and Ohio and floating thinly priced 
rights issues to pay for them, the catho- 
lic tastes and seat-of-the-pants gearing 
favoured by the Australians were consi- 
dered extraordinary even by Hong- 
kong s freewheeling standards: 
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With the potential for a quick killing 
a thing of the past, taxation on current 
investments will have a critical impact 
on the bottom line. If the tax rules that 
emerge at the end of October roughly 
mirror Keating's proposals, rates for : all 
earnings booked in Hongkong by Aus- 
tralian companies will be liable to more 
than double in the fiscal year starting 
next June. The new tax regime would 


remove the gap between the top Hong- | | ! | | ! 
| the major Australian banks. which book 


kong corporate-tax rate of 17% and the 
39% top rate promised for Australia. 
The proposal also seeks to close off 
the foreign-income loopholes that have | 
led Canberra — unfairly in the eyes of 
Hongkong-based Australian business- 
men — to list the colony in the same 
. category as the Cayman Islands and 
. Bermuda, business domiciles whose 
reputations rest on their efficiency | 
as tax havens. 
While the in- 
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Keating proposal 
is to make off- 
shore investment 
decisions tax neu- 
tral, Australian 
lawyers in Hong- 
kong say that its 
adoption will ac- 
tually be a disin- 
centive for re- 
maining in the territory. Compliance 
costs will rise sharply because of the 
need to keep two sets of accounts, one 
for Australia, the other for Hong- 
kong. 

"This doesn't mean simply doubling 
up,” said Michael Olesnicky of lawyers 
Baker & McKenzie. "It means that 
every Australian company in Hongkong 
will have to do an entire recalculation of 
everything from capital gains to depre- 
ciation schedules." A further onus, ac- 
cording to Elders executive. Bernard 
Hooley, will be what amounts to a 
doubling of taxation on joint-venture 
earnings that are routed through Hong- 
kong. 


Th. net impact of the Keating plan, 
according to the Australian 
Chamber of Commerce in Hongkong, 
will be to suppress earnings and reduce 
the competitive advantage of the firms. 
“If the proposals go through in their 
present form, it will have very serious 
implications for Australian companies 
in Hongkong,” said the chamber’s sec- 
retary-general Peter Amey. 

The chamber argues that, at the very 
least, the new tax regime should dif- 
ferentiate between active income 
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that can be more easily mant ipulated Or 
tax purposes. Without this kind of de- 
marcation, tax analysts say, Australia’s 
tment of income from foreign 
sources will be more onerous than 


| under US and European laws that aim 


to curtail tax avoidance. 

Differentiation between active. and 
passive income would also offer a de- 
gree of protection for the Australian 
firms which invest in Hongkong to do 
business in Hongkong. Firms like Na- 
tional Mutual Insurance. er 








diss which i is €— from operations dn 
Hongkong — and passive income: di- 
vidends, interest and royalty payme ts 


Leighton Holdings and Pioneer Cement. “| 


have long-term investments here that 
could suffer competitively if 


the tax ^ 


rules were implemented. So, too, would ^14 


alarge part of their Euro-currency loans 
| through the territory. | 
The investment companies will have 


a harder time arguing for any conces- 


sions. Most of these firms have steered 


| clear of holding local investments long 


though there are exceptions. 
BCIL has a 50% stake in an office deve- 
| lopment and a large share of o: TV 
station TVB, and Lee's Wormald Pacific 
owns a local security firm and has a 
strong minority interest in the Regal 


| Hotel chain. 


Elders, IEP and others that have 
Ens been privatised, such as the Brier- 
ley-related Glynhill International and 
Fu Fai Enterprises — connected to Lee 
— used their Hongkong base primarily 
to raise capital. IEP, for instance, has 
tapped the market nine times since 
March 1985 to raise funds directly or to 
broaden its capital base for leveraging 
purposes. For firms like IEP and to à 
lesser extent, Elders, Wormald, Capital 
Corp. and BCIL, the Hongkong market 


was supposed to be — and for a while 


clearly was — a cash box. 

That is now a thing of the past, said 
Roger Bain of the Austrahan brokers 
Bain and Co. "Its hard for the local blue 
chips to raise money now." He added: 

"There is no way that an Australian 
company could get away with a rights 
issue in current market conditions." 

Nor would improved market condi- 
tions help much, suggest some analysts 
Although many Australian companies 
have recently posted strong results — 
BCIL tallied an impressive threefold in- 
crease in after-tax profits and paid out a 
40% dividend increase last month 
multiples on earnings remain depress- 
ed. Sharemarket analysts cite the le 
liquidity in most of the Australian 
stocks and the convoluted nature 
their investment strategies — and se 
tive balance-sheets — as disince 
investors. "The excitement gene 
by the antipodean invasion is. 
gone," said an Australian banker 
investment community has | 
the companies and they most 
like what they see." 
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By Nigel Holloway in Tokyo 
A 5 stockmarkets around the world 
"Á become increasingly interrelated, 
ie way they operate will have to be har- 
onised. Nowhere is the need greater 
than in Japan, whose shares comprise 
more than 40% of the value of all stocks 
. traded in the world. 
— The problem with Japan is not that it 
|. has a markedly different legal frame- 
{> work from the West. Its Securities and 
. Exchange Law of 1948 was, in fact, 
| copied from US legislation. The differ- 
|| ence arises in the way the law is exe- 
.| ^cuted and the way Japan's financial sys- 
"tem works. 
|. Harmonisation is likely to mean that 
| Japan will have to bend to international 
-: standards. But it will not be a snug fit. 
Japan's financial muscle is now so great 
(that the West may have to continue to 
| accommodate some of the country's 
| peccadilloes. 
a At a recent meeting in Stockholm, 
~ the chairman of the US Securities and 
< Exchange Commission, David Ruder, 
urged stockmarket regulators around 
the world to adopt compatible legisla- 
tion to govern the industry. “It’s essen- 
tial that we have a similar level of anti- 
fraud laws," he said. “That means laws 
against market manipulation, against 
insider trading and against rumour 
mongering or misrepresentation of in- 
formation to the markets." 
Japan has all three types of market 
fraud in ample measure and, in recent 
- years, they have become more common 
because the stakes have risen so high. 
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Scandals thrive in rumour-ridden market 


f insider traders are hard to apprehend, then market mani- 
tors and rumour-mongers are well-nigh impossible to 


P 


i 
| 
rosecute. Both are often interwoven features of Japanese | 
hare scandals and both have become more widespread as | 
stock prices have entered the stratosphere. | 
|. A current average price-earnings ratio of 60 (it was 20 in | 
1980) is hard to justify even by Japanese standards. And in the 
. absence of sound fundamental reasons for such levels, specu- | 
ation has flourished. In addition, the Bank of Japan, the cen- | 
tral bank, took steps in the middle of last year to curb land | 
speculation, prompting many real-estate operators to move 
| 


" 
| their funds into the stockmarket. 
ae 


The identity of the speculators is rarely discovered. But, 

| according to Charles Lambert, an analyst at SBCI Securities, 

there are about 40 sizable speculative groups which have 
‘been actively accumulating shares in up to 200 listed com- | 

. panies. The target companies include well-known names like 

. Mitsubishi Electric and Hitachi Zosen, though most are 

smaller firms which have a high proportion of loosely held 


ueezing the manipulators 


apan prepares to tackle insider trading in equities 
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. Tougherenforcement:page94 


Shares on the Tokyo Stock Exchange 
(TSE) have more than quadrupled in 
value since 1980. 

Of the three types, insider trading, 
which involves share dealing by an 
agent who has access to special know- 
ledge which might influence the value of 
the stock, has received most attention 
recently from the Japanese Finance 
Ministry. 

Its interest was prompted by the case 
of Tateho Chemical Industries, which 
had to be rescued by its bankers in Au- 
gust last year after incurring massive 
losses in the government bond futures 
market. One of the firm's financiers, 
Hanshin Sogo Bank, sold 337,000 
Tateho shares one day before the com- 
pany publicly announced its losses. But 
after an investigation by the Osaka Sec- 
urities Exchange, the authorities said 
they could find no specific evidence that 
the law on insider trading had been vio- 
lated. 

The affair showed not only the ina- 
bility of the government to deal with the 
problem, but also the distinctive way in 
which information circulates in Japan. 
Bankers, brokers, favoured customers 
and large shareholders have always had 
privileged access to corporate informa- 
tion in a country where long-term busi- 
ness relationships are the key to profits. 

These links have tightened since 
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Japan's 


971 when the Finance Ministry revise 
the Securities and Exchange Law to pe 
mit foreign takeovers. This prompte 
Japanese companies to cement their tit 
by buying big stakes in each other 
equity in order to ward off hostile pre 
dators. About 70% of all shares liste 
on the TSE are locked up in this way 
One side-effect is that price movement 
are more volatile because "floating 
shares are relatively scarce. | 

Within these groups, business info! 
mation is routinely passed around. Th 
public receives the news much later — 
at all. This does not mean that tradin 
by a select few on the basis of the info: 
mation inevitably follows. But it doc 
create an atmosphere where inside 
trading, as understood in the West, isa 
too easy. 


he most obvious manifestation 1s ` 
the issue of shares, convertib 
bonds or warrants. In the West, th 


| price of already listed shares tends | 


fall because of the anticipated dilutic 
of their value by the offer of moi 
equity, but in Japan the opposite haj 
pens. Underwriters are meant to su 
port the share price prior to the issu 
Indeed, a broking firm is chosen accor 
ing to its ability to do just that. 

The underwriter must be careful n 
to push up the price too far. The F 
nance Ministry will not allow the isst 


| to go ahead if the share price exhibi 


unusual movement or rises (or fall: 
more than 30% in the six weeks before 
firm files an application, though in ri 
cent months this rule appears to has 
been relaxed. 

Brokers deny that shares are rampx 
before an issue and, of course, manip 
lation is difficult to prove. In any cas 
the power of the underwriters is suc 
that when news leaks out that one of tl 
big four Japanese brokers — Nomur 


VOR OEIS SEE EPAIA RE Un AU SUO I ARP UO AE SERE 


rumour-ridden market favours the speculato 
and feeds a whole industry of share tipsters. There are fi 
stockmarket newspapers, as many as 20 magazines, wi 
names like Money Hunter, and any number of subscripti: 
newsletters, all containing special articles on speculati 
stocks or particular politicians and their favourite buys. T 
brokers themselves circulate their own sheets of share tips. 

But in the absence of hard news, there is little wonder th 
the easiest chip to push is the one that Nomura, with its sal 
force of 5,300, is boosting in any particular week. And if tho 
counters fail to attract interest, there are always the “poli 
cal" stocks — the ones said to be owned by politicians hopi 
to make a quick killing — and the *ambulance" shares — t 
certain winners offered to console clients who have recent 
lost heavily in the market. 

Of the rumours, many can be deliberately misleading. / 
electronics company called Meidenko allegedly leaked a sto 
that it was discussing a tie-up with two construction coi 
panies in 1984-86. The rumour turned out to be false, but n 
before Meidenko's owner, Isao Nakaseko, had made alleg 
profits of €2.5 billion (US$18.7 million) from a range of sha 

- deals, including two construction firms listed on the over-tt 
counter market. He is said to have used 270 different nam 
with 31 brokers to conceal his activities. Nakaseko w 
charged in June with tax evasion. | dd 





Daiwa, Nikko and 
Yamaichi — is manag- 
ing an issue it has a 
self-fulfilling effect on 
the share price. 

In fact, companies 
“under financing,” as 
it is known, have come 
to represent a risk-free 
way for speculators to 
make money at 
least for those who get 
to hear about a new 
issue early enough. 

Nissan's stock 
jerked sharply upward 
between July and Oc- 
tober last year on 
rumours that the car- 
maker was about to 
announce an offer. Sure enough, it is- 
sued domestic bonds in December and 
decided the following month to issue 
warrants in the Eurodollar market. 
Toyota shares surged in July before 
its big convertible bond issue. In 
the case of a USS$500 million war- 
rant-bond issue by Sumitomo Metal In- 
dustries, announced in August, the Fi- 
nance Ministry only gave the go-ahead 
at the last moment. The firm's share 
price had surged by more than 30% in 
the three months before the announce- 
ment. 

If the Tateho affair spurred the Fi- 
nance Ministry into reconsidering the 
law on insider trading, it only became a 
pressing political issue in Japan in July 
when it was publicly revealed that a 
real-estate firm called Recruit Cosmos 
had sold its stock cheaply in 1984-86 
prior to its flotation on the over-the- 
counter market. The Finance Ministry 
is still investigating the matter. 

There is nothing illegal in allocating 
shares to a favoured few before a public 
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Trading on the TSE: tackling the cheats. 


among the 76 who bought Recruit Cos- 
mos shares were the personal sec- 
retaries to the prime minister, Noboru 


Takeshita, to the finance minister, 
Kiichi Miyazawa, and to at least six 
other former cabinet members. 


here Japan differs from, say Britain 
is in the terms of an initial public of- 
fering. A British underwriter is obliged 
to distribute the shares on the basis that 
anybody who applies for scrip will re- 
ceive an allotment and if the offer is 
oversubscribed, the shares are rationed. 
In Japan, there is no such duty. If a 
firm wishes to list on the first section of 
the TSE, it does not need to have more 
than about 3,000 shareholders if the 
number of shares listed is less than 30 
million. Once that criterion is satisfied, 
the underwriter is free to allocate 
shares. The Japanese argument is that 
this ensures a certain number of shares 
end up in "safe" hands. It also gives un- 
derwriters the chance to allocate shares 
to others who will be expected to stag 
the issue. 

















































































Sousa 





The privileged dis- 
tribution of inside i 
formation has tradi- 
tionally been respecta- 
ble in Japan because it 
is seen as a way of lub- 
ricating corporate re- 
lationships. — Insider 
trading on an mdr 
vidual basis and on the 
scale of. say, ivan 
Boesky. who was suc- 
cessfully prosecuted in 
the US in November 
1986 for massive share 
fraud, is extremely 
rare in Japan. That 
may be changing. 

In a recent investi- 

———-7 gation of a tie-up in 
July between Nippon Steel and a small 
electrical instrument maker called San- 
kvo Seiki Manufacturing, the TSI: said 
that “a few people.” who were directly 
involved in the negotiations between 
the two firms, traded in the shares be- 
fore the transaction was announced. 
Sankyo’s stock jumped by 10% on the 
day before the announcement. 

Two things about the case are un- 
usual. It would be a safe assumption 
that if there was insider trading, it was 
not carried out at the behest of either 
company. The potential embarrassment 
would have been too great. Second, 
there are almost no hostile takeovers in 
Japan, so a quiet transfer of a 576 stake 
is usually enough to bring effective con- 
trol of a company. The Nippon Meel 
deal with Sankyo was an agreed merger, 
but a remarkably high proportion of the 
equity changed hands: 15.126 of San- 
kyo. 

Perhaps this is the beginning of the 
“dawn raid" in Japan. If itis, the oppor- 
tunities for insider trading are likely to 
grow. n 








listing. But what stirred people was that | 


Although hostile mergers are unusual, greenmail, the pur- 
chase of a block of shares to frighten the target firm into ar- 
ranging to buy them back at a higher price, does go on. 

In the seven months to April 1987, Nippon Tochi accumu- 
lated 17 million shares in Toyota Automatic Loom, forcing the 
parent — none other than Toyota Motor — to buy back the 
shares. The greenmailer netted a profit of about Y 18 billion. 
Nippon Tochi has subsequently set its sights on Konica, a cam- 
era maker, whose share price has more than doubled to 
¥ 1,690 since last December. The predator owns 77 million 
shares, 22% of the equity. 


A mong the more significant speculators is Aichi Finance, 
IP whose sharp practices have earned it the nickname of 
 mamushi (pit viper). It owns stakes in a string of small sogo 
‘and regional banks, possibly in the hope that a restructuring 
of the industry will earn it big profits. 

One of Aichi's biggest borrowers is a real-estate firm called 
Cosmopolitan, which built up a 36% stake in a listed boiler- 
maker, Takuma. It then called for the dismissal of the firm's 
president. Before a shareholders’ meeting was held in May, 
Takuma managed to place 16 million shares with stable 
shareholders and thwart Cosmopolitan's manoeuvres. The 
recent rise in interest rates now appears to have pushed Cos- 
‘mopolitan into bankruptcy. 
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The purchase of shares is sometimes seen as a way of ac- 
quiring real estate indirectly. A bookseller, Maruzen, is re- 
ported to be the target of the Seibu retail group which is 
said to have cast covetous eyes on its prime sites in central 
Tokyo. 

At least seven other retail shares, including Matsuzakaya, 
are also thought to have been targeted for the same reason. 
Thev have seen their stock prices boom this vear. Because of 
the stigma attached to takeovers in Japan, prominent com- 
panies often prefer to assign a dummy company or other out- 
side party to buy shares. The well-known firms then steps in to 
*rescue" the target. Construction firm Misawa Homes has ac- 
quired at least five companies in this way. 

Newspapers say that some wealthy Hongkong investors are 
involved in these forms of speculation, but more persistent re- 
ports link groups like Nippon Tochi to the yakuza, Japan's or- 
ganised crime groups. 

The authorities say that as long as the shares are purchased 
legally and nobody complains, there is nothing they can do 
about it. The Investment Advisory Act of 1986 tightened up 
the supervision of share tipsters who knowinglv spread false. 
information. But analysts say that the crooks have since crop- 
ped under new guises. The ultimate safeguard, though, is a 
more transparent market in which investors bet more on fun- 
damentals than on rumour. — Nigel Holloway 









T decision of the Tokyo High Court 
in July to uphold guilty verdicts in 
Japan's first case of stock manipulation 
signals a tougher stance on market 
fraud. 

Two executives of Kyodo Shiryo, a 
food processor, and four officers of 
Nikko and Daiwa Securities received | 
suspended prison sentences for conspir- 
ing to ramp the price of the company's 
shares in the run-up to a new issue. The | 
manipulation netted them an illegal | 
profit of € 1.8 billion. | 

The case had been winding its way | 
through the courts since 1972. | 
Nevertheless, it serves as a useful re- | 
minder that Japanese securities law is | 
not a complete ass. 

The same cannot be said for the rules 
on insider trading, which have never 
been invoked in a criminal prosecution 
in Japan, er oa being modelled almost 
exactly on US law. While the US built a 
thick body of case law to flesh out the 
Statutory skeleton, Japan never did. 

At the time of the Tateho affair in 
August 1987, Article 58 of the Securities 
and Exchange Law loosely defined in- 
sider dealing as the “unfair” use of con- 
fidential, market-sensitive corporate in- 
formation. As a result, the Finance 
Ministry felt it could not take action 
against any of those who were found to 
have sold Tateho shares just before the 
firm announced massive losses from the 
futures market. 

Immediately afterwards, the Fi- 
nance Ministry set to work to revise the 
legislation, proposing amendments 
which were passed by parliament in 
May. These aim to specify as precisely 
as possible what is meant by “inside in- 
formation” and to determine exactly 
who would be liable to prosecution if 
they profited unscrupulously from it. 

The new rules were originally due to 


Tougher enforcement planned 


Officials finally get to grips with insider trading 





take effect on 1 April next year, but 
heightened public interest forced the Fi- 
nance Ministry to implement parts of 
the legislation immediately. Stronger 
surveillance powers were adopted in 
August and the more explicit rules on 
inside information will be enforced 
from October. The criminal provisions, 
however, are unlikely to take effect 
until April. 

The likely effect of the changes has 
been bolstered by the decision of the big 
four stockbrokers — Nomura, Daiwa, 
Nikko and Yamaichi — to separate 
their underwriting and trading depart- 
ments by so-called “Chinese Walls.” 
These are designed to prevent inside in- 


| formation, about say share issues, from 


being passed — routinely, by tradition 
— from one department to another. 
Nikko, whose offices were raided by 
the Finance Ministry in March on suspi- 
cion of ramping the price of new shares 
in an electrical firm, has banned 


directors from personal dealing in 





Gyrating autumn Nikkei 


By Charles Smith in Tokyo 


orries about a possible rise in the 

Bank of Japan's (BoJ, central 
bank) discount rate offset by increas- 
ingly bullish corporate profit forecasts 
produced some sharp gyrations in 
Tokyo stockmarket prices in late Au- 
gust and early September. 

In the final two weeks of August, the 
Nikkei stock average suffered its shar- 
pest fall since the beginning of 1988, cul- 
minating in a single day drop of 431.69 
points on | September. 

By 3 September, two days of rapid 

ains had more than wiped out the 
oss. But two days later, prices start- 
ed slipping again following a brief 
spell of confidence immediately after 


the market opened for a new week. 
Japanese officials have denied that 
the BoJ plans to follow the US and a 
number of European countries in rais- 
ing interest rates. But some analysts be- 
lieve that the Tokyo market may al- 
ready have discounted a 0.5% rise in the 
official discount rate. The BoJ has held 
the rate at 2.5% since early 1987, and 
looks increasingly isolated amid the 
general upward movement elsewhere. 
The widening interest-rate gap be- 
tween Japan and the West helped to 
push the yen to its lowest levels against 
the US dollar since the start of 1988 dur- 
ing the last week of August. Ironically, 
BoJ denials about a change in interest- 





all securities except government bonds 

Banks and insurance companie 
have also decided to quarantine depart 
ments which have access to privilege: 
information. And manufacturers ar 
changing in-house rules to prevent th: 
disclosure of corporate data. 

The TSE has become so edgy abou 
insider trading that last month it aske« 
Canon to reveal its half-year results | 
days early, immediately after the com 
pany fo told the exchange that i 
would raise its dividend. Even th: 
rumours of an earl 
were enough to send 
ing. 

Canon is now considering whether t: 
stop the practice of revealing its finan 
cial results to big shareholders a fev 
hours before the public receives them 
The TSE has sent a letter to its employ 
ees warning them not to trade on infor 
mation they acquire in the course o 
their work. 

The Finance Ministry is trying t 
make it more difficult to ramp share is 
sues by limiting the number of shares a 
public offerings to no more than 1,00 
per investor. It has also decided that ; 
new stock can be traded for the firs 
time in the secondary market only whei 
sell orders match buy orders. Before 
trading could start when sell order 
reached half the number of buy orders. 

In addition, the Japan Securitie 
Dealers Association (JSD A ) is workin; 
out how to revamp the OTC marke 
which was tarnished by the Recruit Cos 
mos affair. Its chairman, Setsuy 
Tabuchi, who is also chairman of No 
mura Securities, has proposed tha 
changes to a company’s shareholder 
should be disclosed for the three year 
prior to OTC registration. It is also con 
sidering extending the ban on the trans 
fer of stock after registration from on 
year to three. 

Nikkeiren, the employers’ federa 
tion, has got into the act, too. Stressin 
the need for good business ethics, it ha 
suggested that the acquisition of mor 


announcemen 
anon shares soar 


rate policy served to weaken the ye 
further, and in turn depress stock 
market prices. 

The immediate cause of the market’ 
strong rally on 3 September was the ar 
nouncement of marginally higher U 
unemployment figures for July. Th 
0.2% increase in the unemploymer 
rate (from the June figure of 5.4% ) wa 
seized upon by investors as evidenc 
that the US economy might have slowe 
marginally. This could mean the pos 
ponement of an expected increase in th 
US Federal Reserve's discount rate. 

If US interest rates stabilise, Japan 
strong economic fundamentals shoul 
come back into their own. But the mai 
ket's jumpy behaviour once the initi: 
rally had run out of steam suggests th: 
this is something about which investor 
are still far from certain. I 











an 5% of any company’s shares on the 
ain exchanges should be reported to 
she Finance Ministry. The present level 
s 1096. 

All such measures will not count for 
uch if the authorities are not up to the 
sk of surveillance. The capitalisation 
_ of the TSE is a third larger than that of 
“New York, yet the TSE’s monitoring 
staff numbers just 31. The JSDA has 

nly six to watch the OTC market. The 
-securities bureau of the Finance Minis- 
Ty has fewer than 150. By contrast, the 
_ securities and Exchange Commission in 

New York has a staff of 2,000. 
. Given the lack of official share 
sleuths in Japan, the authorities rely, by 
nd large, on the securities industry to 
gulate itself. In any case, Finance 
“Ministry officials believe they have a po- 

sent weapon without resorting to the 
courts: they can always withdraw a 
troker's licence, a far worse fate than 
..he maximum Y3 million fine which can 
"be imposed under the law. 






















ia ome argue that power in the industry 
ima is so highly concentrated that with- 
out structural change, any reforms will 
mave only a superficial effect on the way 
he Japanese capital market operates. 
Whe four main stockbrokers are respon- 
ble for 45% of share trading on the 
WSE. In some sessions this year, No- 
mura alone has accounted for more than 
malf the trades in the market. The big 
our look after more than three-quar- 
wers of the underwriting. 

In addition, the three main interest 
i!»roups — the domestic brokers, the 
politicians and the bureaucrats — have 
& strong incentive to keep things the way 
whey are now. 

Although individual investors prob- 
Mbly prefer their stockmarket to be 
speculative, taxpayers may have a dif- 
serent opinion. According to tax-reform 
»roposals unveiled by the ruling Liberal 
emocratic Party in July, investors are 
7o be offered a choice of paying either a 
20% capital-gains tax at the end of the 
inancial year or a withholding tax of 
L% of the gross sales value of the equity 
Transactions. 

The furore over the Recruit Cosmos 
shares may force the government to 
»ropose instead a compulsory capital- 
gains tax in which each investor will re- 
"eive a tax coding. This would make it 
more difficult for speculators to evade 
ax and conceal their manoeuvres. 

Much of the pressure for reform is 

toing to continue to come from over- 
seas. As Japanese investments grows in 
he US, the US Congress is going to 
vonder why it is so difficult for US com- 
sanies to acquire Japanese firms. 
.. The US may find that it has an un- 
ikely ally in the shape of firms like 
Nomura and Daiwa. These brokers are 
"eginning to realise they may have to 
tive up some of their protection at home 
n order to compete abroad. 
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Not just paper profits 


Growing economies mean good times for Asia's paper producers 


By Cari Goldstein in Tokyo with Review Correspondents 


po and pulp makers in Northeast 
Asia are working overtime to meet 
booming demand for paper products. 
The past 12-18 months have been a ban- 
ner period for most of the big com- 
panies, especially the dominant Japan- 
ese producers, as the region's strong 
economic growth has pushed consump- 
tion of paper products to record levels. 

The profitability of leading com- 
panies in the paper industry reflected 
these conditions. In Japan, net profits of 
24 listed paper makers rose an average 
22% for the year which ended in March. 
with the biggest companies showing 
even better results. Their counterparts 
in Taiwan and South Korea have — with 
few exceptions — fared just as well. 
First-half results for the current year 
show a continuation of the trend. 

The boom in paper is not an exclu- 
sively Asian phenomenon. Paper mak- 
ers in North America and Europe re- 
ported strong sales and profits last year 
as well. For most, 1988 looks just as 
good, though some slowing of demand 
late in the vear is expected. 

"Anyone in pulp or paper-making 
who is not making good money at the 
moment, doesn't deserve to be in the in- 
dustry," said a London-based analyst. 

This industry is one that generally 
only attracts attention when some new 
environmental horror is revealed — like 
the discovery in Europe last year of 
highly toxic dioxins in the effluent of 
pulp mills producing bleached chemical 
pulp. As ecological lobbies are gener- 
ally far weaker in Asia than in the West, 
this means relatively little attention 
is paid to the industry in the region. 

But a few numbers illustrate the im- 
portance of the paper industry. Total 
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output of the Japanese paper industry 
alone — which is the second largest in 
the world, after the US — was worth 
¥7.39 trilion (US$30.98 billion at 
¥ 235.54:US$1) in 1985, the last year for 
which full statistics are available. Pro- 
duction now exceeds 22 million tonnes a 
year; the industry emplovs more than 
275,000 people in Japan. 

Paper consumption has traditionally 
been closely linked to the pace of eco- 
nomic growth. As a result, the paper in- 
dustry has been one of the beneficiaries 
of East Asia’s rapid development. 

Faster economic growth means more 
"widgets" are produced, both for export 
and local consumption. Most require 
wrapping paper and paperboard for 
packaging. Advertising budgets go up, 
so companies print more brochures and 
magazine advertising inserts. For the 
same reason, newsprint consumption 
rises, as newspapers add pages to ac- 
commodate greater demand from ad- 
vertisers. 

In Asia, rapid economic growth over 
a long period in South Kores and 
Taiwan, together with a tolerance for 
polluting factories, has enabled them to 
build up big paper industries. Each pro- 
duced close to 3 million tonnes last 
year. 

The only other Asian nation with a 
larger industry is China, which in 1986 
produced 9.99 million tonnes of paper 
and paperboard. China's paper produc- 
tion has been hobbled bv its irrational 
pricing system, which has resulted in 
domestic supplv falling far short of de 
mand. As à result, China's Asian ne 
bours, together with lead'ng Mor 
American and European producer 
are hoping it will become the next 
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o be exploited. 
(PI an paper makers, 
domestic rather than export demand for 
„paper products has been the chief factor 
1 their strong performance. Japanese 
emand rose a remarkable 7.4% in 
87, substantially higher than the 4.276 
h in the nation's GNP. South Ko- 
consumption of paper and paper- 
'oard products rose 11.776, close to the 
-economy's 12% economic growth, 
while in Taiwan, consumption rose 
10.596. Taiwan's GNP growth for the 
year was 1176. 

All this was especially good news for 
the companies involved, because it 
| meant they had to keep their mills run- 
| ning at operating rates of 95% and 
| better. For a highly capital-intensive 
1. business like pulp and paper manu- 
| facture, high production volumes re- 
| ward the heavy start-up costs. 
|^ Strong market demand has also 
| meant end-users had to accept sub- 
| stantial price increases. In general, 
|. prices have risen about 10-15% over a 
|. year ago, and even more for some of 
|- the higher grades of publishing and 
| printing papers. Although analysts 
have been saying prices would begin 
to fall in the fourth quarter, major Ja- 
panese paper makers at the end of 
August announced a new, 5-10% 
price rise. 

In any case, sharp increases in pulp 
costs have provided Asian paper 
makers with a justification for raising 
prices. Worldwide demand for pulp 
has risen an average 4% a year in the 
past several years, while supply only 
rose 2.796. The result has been 11 
consecutive quarters of rising prices. 
In the first quarter of 1986, the price 
of bleached kraft pulp stood at 
US$390 a tonne. By last month, it had 
risen to US$760. 

; Japan depends on imports for 18% 
{| of its pulp consumption. (Besides 

- domestic pulp production, some 50% 
of raw material consumption comes 
"from reprocessed waste papers.) 
= Taiwan and South Korea, on the 
other hand, are far more import-de- 
pendent. Taiwan relies on imports 
1% of its total pulp consumption 
while South Korea sources 70% of its 
pulp supplies abroad. In both cases, the 
US and Canada — in that order — are 
- the leading suppliers. 


: For Northeast Asi 
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owever, Northeast Asian paper 

makers were not hit as hard by ris- 
ing pulp prices as their high degree of 
import dependence might indicate. Ap- 
preciating currencies made all imports 
substantially cheaper. At the same 
time, energy costs have fallen steadily 
— not only because petroleum prices 
have held steady or declined in recent 
years, but also because energy-conser- 
vation measures by paper and pulp mills 
have taken effect. 

But prospects for paper makers are 
not quite as rosy as current profits 
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would indicate. Problems on the hori- 
zon will likely be partly of their own 


making: companies in Taiwan and | 


South Korea, and to a lesser extent in 


| Japan, are energetically expanding 


capacity by 25-4076, depending on the 
product category. The likely result will 
be a softening of domestic prices. 

In Japan, capacity in the key areas of 
newsprint, higher grade printing pa- 
pers, and coated papers is expected to 
rise 15-2196 in 1988. This will almost 
certainly outpace the growth of de- 
mand, putting pressure on prices late 
this year and early next year. 

South Korean paper makers have 
announced expansion plans that will 
boost capacity overall by more than 
3096 during the next two to three years. 


A FLOOD OF PAPER 


(Selected paper, paperboard, — 
and pulp production). 
(million tonnes, 
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Capital investment by Taiwan's paper 
companies rose 25% last year. 

The other dark cloud is external. 
East Asian paper industries have so far 
been spared fierce import competition 
from the leading world producers of the 
US, Canada and Scandinavia. Extraor- 
dinarily strong demand in the US and 
EC left little product available for sales 
overseas. Even the impact of the sharp 
upward revaluations of the yen, New 
Taiwan dollar and won, which make im- 
ports all the more attractive, have not 
had the expected effect. 

But if the US economy slows down 
or even goes into recession next year, a 
sharp decline in US and EC demand for 
paper products will leave spare capacity 
that will likely seek outlets in the huge 
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and lucrative markets of East Asia. 
"We don't fear the effects of capacity 
increases; a US recession is what we're 
worried about," said Yasuyoshi Sato of 
the Japan Paper Association. 

Japan's paper makers are on the 
most secure footing. Structural changes 
in the Japanese economy mean that 
growth in paper consumption is now 
outpacing GNP. This has happened 
largely because, in the past two years, 
domestic demand and service industries 
have begun to take over from exports as 
the leading factor in Japan’s growth. 
Fe the paper business, this means 

faster growth in higher-cost (anc 
more profitable) printing and publish- 
ing papers. Lower-value industria 

paperboard, used in packaging anc 
boxing of manufactured goods, is oc 
cupying a smaller share of total paper 
product production and sales. 

Newsprint consumption has alsc 
taken off. The major dailies increasec 
the number of pages from 24 to 34 — 
not only to accommodate additiona 
advertising space, but also to give 
greater editorial coverage of Japan’: 
new prominence on the internationa 
scene. 

Just as important, the rapid deve 
lopment of office automation — fa) 
machines, copiers, personal compu 
ters, and the like — far from creating 
the “paperless office" that some hac 
foretold, has led to a surge in demani 
for high-value data-processing papers 

This sector of the industry grev 
from 6% in 1973 to 18% of total pape 
and paperboard sales last year. De 
mand for non-carbon paper used ii 
computer printouts rose 2276 in 1987 
Production of paper for use in fa: 
machines and copiers jumped 13.576 
Top-grade printing papers used b 
desktop publishing also rose faste 
than the overall average. And thi 
trend seems likely to gather spee 
over the next several years, a 
machines that once were the exclusiv 
province of the office become com 
mon in the home. 

The Taiwan and South Korea 
markets are particularly vulnerabl 

to import surges because the two go 
ernments have been lowering tariff: 
Taiwan slashed tariffs on linerboar 
from 3096 to 5%, while other categorie 
went down almost as much. South K« 
rean tariffs have come down to 15? 
from 40% in 1975 and will fall to 10% : 
the beginning of next year. 

Import penetration of both Taiwa 
and South Korea now amounts to abou 
10% , but is expected to rise substantial 
in the near future. For ort the in 
port ratio was barely 476. In 1987, tot 
paper and paperboard imports ini 
Japan rose a neglible 1.3% over the pr 
vious year, despite the yen’s sharp rise 

The reliance on imported pu 
supplies is leading more Japanese pap: 

makers to look overseas for joint-ve: 
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ur il now i bought t two ne ewsprint ope “firm will construct ; a 350,0 000: tonnes-é 
e pu in North ‘America, ‘though | a | Canada from British paper and pulp | year pulp mill, to start operations i 
"smaller number have been established maker Reed International for ¥58 bil- | 1990. Op is also building a newsprir 
in Australia, New Zealand, Indonesia, | lion. mill at the same site that is to turn ot 
Papua New Guinea and Brazil. The ob- Daishowa said in July that it would | 200,000 tonnes a year, all for the Japar 
` jective is to secure access to woodchip or | expand production at its two pulp mills | ese market. 
pulp supplies, and in the case of North | in British Columbia with an added in- In another vein, Oji is leading a cor 
American-based ventures, to gain se- | vestment of C$170 million (US$137.65 | sortium of 15 Japanese paper makers i 
cure access to the US market. million). The company also announced | a venture to exploit eucalyptus re 
Daishowa Paper of Japan has been | plans for a pulp mill in Alberta thatisto | sources in Thailand. Thai Eucalyptt 
j one of the most active recently. In Feb- | comeon line in 1990. Resources will establish a joint ventur 
| ruary, the company's US subsidiary Other companies have been making | with Thai firms that will plant a 200,00( 
started operations at a paper millin Port | moves as well. Oji Paper and Canadian | ha eucalyptus forest in the next fiv 
Angeles, Washington, that will turn out | Canfor Corp. are setting up a 50:50joint | years and will build five chip mills t 
100,000 tonnes a year of restent paper | venture in British. Columbia which is | process Japan-bound chipboard. | 


SPACE 


| Security vs commerce 


| An Australian satellite plan affects US-Chinese relations 


ever, that if the Chinese were to se 
more ballistic missiles, then the U 
could take appropriate action. 

US commercial space companie: 
such as Martin Marietta Corp. and Ger 
eral Dynamics, have been supported b 
the Department of Transport (Dol 
and members of congress. They have a: 
gued that by offering 30-50% discour 
close treaty ally, it would also boost | on prevailing launch rates, the Chines 
China's fledgling space launch industry, | are involved in predatory pricing. Suc 
a potential competitor. an approach poses a threat to the U 

The State Department, concerned | private-sector launch service industr 
about relations with China, has recom- | which the administration has been tr 
mended that the sale go ahead. It is | ing to promote in the wake of 1986 shu 
satisfied by Chinese assurances about | tle disaster. 
the security of the satellite. There is also fear that encouragin 


: By Nayan Chanda in Washington 


.n Australian plan to buy American- 
made communication satellites to 
j| be put in orbit by cut-rate Chinese 
;.Taunch service has unleashed an intense 
| debate in Washington. The proposal 
|. pits the principles of free trade against 
„protectionism and pragmatic diplomats 
against hard-line opponents of China's 





. missile sale policy. 
The financial stakes include the sale 
of US$200 million worth of US satellites 


and the saving of US$100 million of 


launch bills for Australia. The wider 
stakes include the future of Sino-Ameri- 
can relations and that of US companies 
in a highly competitive launch service 
industry. 

Canberra wants approval for its plan 
before the US Congress adjourns this 
autumn. The US State Department had 
wanted an early decision so that US De- 


© fence Secretary Frank Carlucci could 
t. give the good news to the Chinese per- 


sonally when he visited Peking this 
month. The pressure on the White 
House to make up its mind has reached 
a new level. US and Australian sources 
said they expected President Reagan to 
approve the export soon. 
- —. The issue of national security vs 
-commercial gain has long been a matter 
of contention in Washington. US indus- 
trialists have bitterly complained about 
losing the high-technology market to 
<- European and Japanese defence indus- 
-tries, but security officials worry that the 
-search for short-term profit would com- 
promise the US’ technology and security. 
| The debate over the Australian 
satellite sale is complicated by the fact 
that it does not involve any technology 
transfer; it would be a “black box 
payload," a sealed payload with which 
the Chinese could not tamper. While 
the sale is beneficial to one company in 
the US domestic industry — Hughes 
in Space and Communications — and to a 


Some in the defence and security | China to market cheap satellit 


agencies are afraid of technology diver- 
sion while the satellite is in Chinese cus- 
tody. They point out that the US manu- 
facturer will be re- 
quired to provide cer- 
tain technical data 
about the satellite to 
the Chinese in order to 
obtain full insurance 
coverage. However, a 
State Department 
source said, “those who 
raise the question. of 
security or technology 
diversion are simply 
looking for a pretext {to 
cancel the sale].” 
Another objection is 
that, in the context of 


China’s refusal to give arlucci: early decision. | 


assurance that it would 
not sell ballistic missiles to other na- 
tions, the US would be sending the 
wrong signals if it allowed the Austra- 
lian deal. China has been rumoured to 
be marketing missiles in Asia, the Mid- 
dle East and Latin America. 


The State Department, on the other 


hand, argues that the sale would em- 
phasise to the Chinese the benefits of 
cooperating with the US and would be a 


disincentive for it to engage in ballistic 


missile sales. The US cannot deny satel- 
lite export simply because of specula- 
tion that China may sell missiles to 
other countries. "That kind of negative 

linkage does not work," one State De- 
partment official said. He added, how- 





launches on top of Long March rockei 
will create a precedent. There would b 
pressure to allow US-made satellites t 


be launched on th 
Soviet Union’s ne 
launch service usin 


| Proton rockets. “Th 


use of these boosters, 
Republican Congres: 
man Gerald Solomo 
warned his colleague: 
“would augment th 
[Soviet] space/defenc 


| efforts.” 


Proponents of th 
Australian sale argu 
that there is room fo 
everyone. NASA an 
European ArianeSpac 
have backlogs and th 
private-sector U 


launch industry has a number of book 


The conservative think-tank Heri 
age Foundation, has tilted in favou 
of free-trade arguments rather tha 
“Restrictions on Chines 

launches of US-made satellites woul 
allow inefficiency to creep into th 
American launch industry,” the founde 
tion argued in a recent paper, an 
"would force 
US-made satellite to look elsewhere . 
If the DoT is successful in lobbying t 
ban certain countries from launching US 
made satellites, Japan is sure to move i 
and capture, asit has before, whatisno 
a US-dominated market." i 
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The EC and Japan: 
need for stronger ties 


|. The members of the Euro- 
. pean Community and Japan 
| certainly recognise the need 
: for improved cooperation 
- with each other, and the 
| creation of the EC's Single 
" Market in four years’ time 
Should give a boost to efforts 
. to strengthen ties between 
. these two economic powers. 


-| In fact, Japan will take on 


a special significance for 
Europe. For one thing, the 
extraordinarily strong growth 
of the country's domestic 
c demand, combined with a ris- 

‘ing standard of living and the 
resulting market for imports, 
ensures good sales prospects 
for high-quality European 
<- products. For another, Japan 

-is a pivotal economy in the ex- 
. panding East and Southeast 
Asian region. 

By gradual easing its 
restrictive stance on imports, 
Japan is creating the basis 
for more balanced trade with 
the EC. However, this course 
should be pursued more ener- 
getically. Japan must show 
that it is willing to lower 
import barriers substantially 
and to expose local industries 
to more foreign competition. 

Unless Japan sets a good 
example, the EC will not be 
in a position to do anything 
about removing its own 
import barriers. In a world- 
economic system whose very 
lifeblood is free trade, the 
continued protection of whole 
sectors under the wing of 
* Japan Inc." is clearly intoler- 
able. Japan must make a 
greater contribution towards 
maintaining this system, 
from which it has, after all, 


namia m serrer Mo aan 


derived considerable benefits. 


: In the coming years, three “lit- 


mus tests” in particular will 
show just how serious Japan is 
about opening its markets to 
EC firms: Will the recent 
GATT resolutions become a 
reality, thereby strengthening 
the EC’s position in Japanese 
markets? Will European 
companies be given greater 
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must be stepped up to imple- 
ment the Ministry’s plans 
for further deregulation and 
internationalisation of the 
country’s financial markets. 
Direct investment is an- 
other area where a huge dis- 
parity exists, with capital out- 
lays by Japanese firms in 
Europe still ten times’ greater 
than those of Europeans in 


Japan’s trade surplus with the EC 


~annual average in Ecu bn - 





1965-69 
*) 1988 estimated 


1970-74 


consideration when major 
public-sector contracts are 
awarded? And will restric- 
tions on foreign construction 
firms be relaxed? 

Most hard-hit by Japan’s 
restrictive policy of sealing 
off its markets are financial 
services. It is high time that 
European banks in Japan be 
accorded the same business 
opportunities that their Japa- 
nese counterparts enjoy in 
the EC. Support for domestic 
banks from the Ministry of 
Finance or the Bank of 
Japan should not place their 
foreign rivals at a competi- 
tive disadvantage, and efforts 
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1975-79 


1980-84 1985- 88* 

Japan. It has been easy for 
Japanese business to increase 
its investments in the EC, and 
it has done so not least to be 
well-positioned for 1992. The 
lower level of investment 
by European companies in 
Japan, while due in part to 
their belated recognition of 
Asian growth potential, is also 
a reflection of the obstacles 


the country has placed in the 
way of direct investments by 
foreign firms. 


Reciprocity a must 


Japan only seems willing 
to make concessions if faced 
with the prospect of concrete 
countermeasures by the EC. 
While reciprocity must be 
the key word in any mutually 
beneficial relationship, Euro- 
pean companies also need to 
show more initiative. There 
have certainly been individual 
successes; however, what is 
required now is a sound 
export strategy along the 
same lines as the long-term 
planning employed by the 
Japanese. This, combined 
with a better understanding of 
the Asian business mentality, 
might enable European firms 
to increase their market share 
in Japan. Moreover, special 
marketing campaigns, such 
as the proposed “European 
Year" could also prove 
worthwhile. 

At the same time, discus- 
sions on sectoral issues are 
needed, and their impact is 
likely to be greater than any 
vaguely worded appeals to 
Tokyo. Nevertheless, trade 
negotiations of this kind—as 
well as talks on other topics 
of mutual interest, such as 
foreign investment, technolo- 
gical and scientific cooper- 
ation and cultural exchanges— 
must develop from a broadly- 
based political dialogue. This 
in turn must have its roots in 
a multilateral process of 
consultation, as an EC-Japa- 
nese bloc would be no more 
desirable than the emergence 
of a “Pacific bloc". 
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Japan survives futures shock 


® THOSE in charge of Japan's new | 
sock-index futures trading chose 3 Sep- 
*mber to start up trading. That day, by 
ae Japanese calendar, was a lucky day 
- one which couples usually choose for 
eddings and other celebrations. It was 
*so a Saturday, which meant only a 
mlf-day session on the Osaka and 
wokyo stock exchanges. If anything un- 
acky was going to happen, it would be 
Ner quickly. 

In the event, Japanese brokers and 
eir customers launched the market 
th a rush of “celebration” orders that 

wushed first-day contract value to ¥3.3 
Ilion (US$24.3 million) in Osaka and 
1.67 billion in Tokyo — a combined 
miue roughly eight times that of trading 
1 the Tokyo Stock Exchange (TSE) 
rst section, the level the market should 
spect to achieve when things settle 
own to normal. But all things consi- 


red, the market opening was handled | 


mutiously, with Nikkei futures for De- 
^mber delivery closing at 27,850 com- 

ared with the cash-market level of 
7,488.25. 

The only complaint from brokers 
mas that Tokyo’s computerised tradin 
^reen system was a bit poky. That left 
""saka, whose computer system is not 
—ady, looking smart for the first day. 
—saka indeed outdid its much larger 
E rival in the number of first-day 

ntracts traded. 

But on the second, full day of trad- 

g, Osaka Stock Exchange (OSE) offi- 

Is came away red-faced. They admit- 

that their uncomputerised system 

d miscalculated by a large margin the 

n-interest positions by brokers at 
_.e end of the day. Since open interest is 
e lifeblood of a futures market, the 
E promised not to let it happen 


ain. 

Osaka's first-day lead was partly be- 
use Osaka is trading a futures index 
ed on the popular Nikkei 225, which 
ready being traded on the Singapore 
ternational Monetary Exchange 
imex) and is to be listed on the 
icago Mercantile Exchange in Nov- 
ber. This enables brokers to arbit- 
e between Osaka and Simex, which 
s very much in evidence from the 
rt of trading. 

The TSE trades a less familiar ver- 
E of its Tokyo Stock Price Index 













opix), which reflects the total market 
ue of all shares listed on the TSE’s 
st section. 

THE battle of the indexes should 
ove to be lively. The Nikkei 225 wins 
terms of age. It traces its history to 
9. when Nihon Keizai Shimbun, the 
t business daily in Japan, produc- 
| imitation of the famous Dow 
strials Average. It was even 
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called the “Dow index” until the mid- 
1970s, when Dow Jones & Co. took um- 
brage. The Dow part of the name was fi- 
nally dropped entirely, but still fre- 
quently slips into conversation (and 
print). 

The TSE did not create its own index 
until 4 January 1968. Despite a great 
deal of publicity surrounding the start- 
up of futures trading, an informal sur- 
vey by Shroff found that while the aver- 


age investor can usually remember the | 


range of the all-time high for the Nikkei 


225 (28,423.5 on 5 August) few can even | 


guess at the record for Topix (2,258.56, 
on 11 June 1987). 

There are pluses and minuses to both 
indexes as far as futures are concerned. 
The Nikkei 225 bounces around a lot. It 
is weighted in favour of big blue-chip 
Mr pari (reflecting a share's price) 
and has been trading as a 
futures contract in Singa- 
pore for the past two 
years. One drawback for 
an index fund based on 
the Nikkei 225 in trying 
to hedge is that it will 
probably be dangerous 
to sell the futures. The 
Nikkei tends to go up. 

Topix is calculated to 
measure overall market 
value, rather than indi- 
vidual share prices. That 
means it is heavily weight- 
ed towards financial 
stocks, power utilities 
and, from last year, the 
huge privatised Nippon 
Telephone and Tele- 
graph. Because those 
sectors have been com- 
perne sluggish of late, Topix's per- 

ormance has been lacklustre. It has yet 
to recover the record high reached be- 
fore the October 1987 market crash. 

Topix will probably become the do- 
minant instrument, simply because the 
TSE dwarfs the OSE. The question is 
how quickly Japanese institutions will 
become comfortable in using either of 
the markets. 

Individuals are effectively banned 
from futures trading in Japan (and 
explicitly banned from trading over- 
seas, though this is likely to be 
liberalised before the end of the year). 
The minimum deposit required to trade 
is ¥20 million, but the big Japanese 
brokers are asking for ¥50 million. The 
huge institutional investors, such as life 
assurance companies, will probably find 
it attractive to hedge some of their 
equity investments, such as those in- 
volved in variable life assurance 

policies. But there is no need to hedge 
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That probably means brokers and 


mainstay of market, in large part trad- 
ing for the own accounts. What about 
| foreign brokers? So far, there are only 
two foreign brokers admitted as special 
|, members in Osaka to trade futures 
| (Morgan Stanley and Salomon 
Brothers) with three others applying. 
| The more numerous foreign members 
| of the TSE can probably claim more ex- 
perience outside of Japan in handling 
futures. But as one foreign broker la- 
ments, they do not have the Japanese 
customers to trade for. Many foreign 
brokers lack the back office ability to 
handle futures in Tokyo. 

e SHROFF takes note of the latest 
bizarre episode in the continuing re- 
velations flowing from the Recruit Cos- 
mos scandal. The Recruit affair started 


m 


firms related to brokers will be the 


with the disclosure that a long list 
of prominent politicians and business- 
men bought shares in the company two 
years before its was listed, and pro- 
fited handsomely (and tax free) as a re- 
sult. 

The scandal has brought a halt to 
business in a special session of the par- 
liament, called earlier this summer to 
| consider sweeping tax reforms, as oppo- 
sition members pressed for full disclo- 
sure of who was involved. At a dramatic 
news conference, one of the most ag- 
| gressive opposition politicians alleged 

that the chief secretary to the president 
of Recruit Cosmos had tried to bribe 
him with ¥5 million, presumably to go 
easy when questioning the government 
on the subject. The politician secretly 
taped a meeting with the Recruit man, 
in which he apologised for offering 
the money along with a box of cakes. 
The tape was broadcast on television. 
Watch this space for further develop- 





long-term portfolio holdings. ments. | 























































By James Bartholomew in London 

Qu tandard Chartered Bank and the US 
Ww Securities and Exchange Commis- 
. sion (SEC) are in dispute over crucial is- 
| sues of international banking law. The 
. dispute has arisen from SEC insider- 
trading charges against Fred Lee 
Chuang-hong, a Taiwan businessman 
. and client of the bank, over the freezing 
by the SEC of more than US$10 million 
in deposits. 

The SEC says that US courts have 
jurisdiction over US dollars everywhere 
in the world, regardless of where an ac- 
count may be held. The SEC also claims 
that the US courts have jurisdiction over 
the whole of an international bank if a 
- part of the bank is in the jurisdiction of 
the US courts. 

Standard Chartered vigorously dis- 
agrees, calling both propositions “to- 
tally unacceptable." The bank believes 
that major issues are at stake and is pre- 
pared to take them to the US Supreme 
|. Court if necessary. A lower court deci- 

Sion has favoured the SEC but the bank 
has appealed. 

Lee, who the SEC accuses of in- 
voivement in some US$19 million of in- 
sider-trading profits, was a customer of 


| FINANCE 


Converted to 
the cause 


Indian investors snap up a 
Reliance debenture issue 


. ByLincoln Kaye in Bombay 
| The success of India's biggest ever 
f capital issue, the Rs 6 billion (US$ 
. 416.6 million) convertible debenture of- 
| fering by newly listed Reliance Pet- 
rochemicals (RPL), has given a much 
needed fillip to the wavering Bombay 
| bourse. Despite early fears that the flo- 
tation might be a flop, the offer was 
., more than 100% oversubscribed by the 
:} close, though that was still less than the 
200% some had forecast. 
_ Over the past few years, Bombay 
stock indices have closely followed the 
fortunes of the RPL promoter, textile 
magnate Dhirrubhai Ambani. His flag- 
ship company, Reliance Industries 
(RIL), led the market down into the 
doldrums in 1986 before heading its sub- 
sequent recovery in April this year. 
Analysts now hope the market can 
maintain the momentum provided by 
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Ol ig arm of the SEC 


US claims jurisdiction over banks and dollars worldwide 


Standard Chartered in the US. He 
moved large amounts of money from his 
accounts there to other accounts, also 
with the bank, in Hongkong. 

The bank's case is that all the money 
in question was transferred to Hong- 
kong before a 27 June US court order 
which froze Lee's assets. It argues that 
this money, which amounts to more 
than US$10 million, had left US court 


tempt to claim otherwise as a violation 
of international banking law and prac- 
tice. 

But the SEC has persuaded a US 
court to order Standard Chartered to 
deposit this money, and also money de- 
nominated in other currencies, with the 
US court. While expressing its astonish- 
ment at the judgment, the bank has 
complied with this order to avoid being 
in contempt of court, which could result 
in severe penalties, including possible 
imprisonment of bank officials. 

The SEC argues that there is nothing 
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jurisdiction. The bank regards any at- | 


surprising about the court order, "Our | 


position is that dollar funds are always 
in New York and that transfers of dollar 
funds are mere book-keeping entries," 


the encouraging response to the deben- 
ture issue. Other companies are already 
queuing to cash in on the wave of liquid- 
ity which will be created in October 
when refund cheques are sent out by 
RPL. 
| The terms of RPL’s debenture issue 
| leave the conversion dates and pre- 
| miums vague. And analysts report that 
the cash-flow projections for the com- 
pany's Gujarat-based refinery complex 
will not be sufficient to sustain dividend 
payments for several years, though con- 
cessionary rights to trade in imported 
textile intermediates might bolster rev- 
enues. RPL’s parent company, RIL, is 
also expected to show less-than-inspir- 
ing results this year. 

Such matters, however, have failed 
to perturb investors. They have pinned 
their hopes on Ambani's renowned in- 
fluence in New Delhi where his pull ap- 
pears strong enough to win licences, tax 
concessions on Reliance's inputs and 
outputs, capital-issue approvals, and 
support for his company's share price 
from stockmarket regulators and gov- 
ernment-controlled financial institu- 
tions. 

He appears to draw his strength 
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| from Reliance's bellwether status and 


the government's view of the bourse 
as a barometer of government popular- 
Ity as well as a source of development 
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and Thor as Newkirk of 


SEC told the REVIEW, | 

On jurisdiction over Standard Ch 
tered accounts in Hongkong. they sz 
"In which of Standard Chartered's p 
kets those funds may have been place 
irrelevant since the court in New Y« 
has jurisdiction over Standard Ch 
tered — period." The SEC also clai 
the US court has powers through its ju: 
diction over Lee. The SEC claims its 
uments are “a logical next step” fror 
upreme Court precedent involv 
First National City Bank and mor 
moved to Montevideo in the late 196C 

he SEC view, if it prevails, \ 


T major implications for bar 
operating internationally. Represen 
tion in the US, for instance, could | 
come hazardous to a bank's heal 
Other international banks could 
caught in the same way that Stand; 
Chartered is now caught — in "dou 
jeopardy." Standard Chartered mij 
have to pay out twice what it has only: 
ceived once. Having already hand 
over the money to a US court, the ba 
is facing legal action by Lee in Hoi 
kong aimed at forcing the bank to f 
him the same money. 

Lee claims the bank has reneged 
the terms of accounts of two compan 
he controls by ignoring written instr 
tions on 7 July and 15 July to pay out 
Hongkong deposits of USS10 milli 
plus smaller amounts in Canadian a 
Hongkong currency. 


finance to augment a stretched budg 
As a result, institutions stood by 
late August to bail out the RPL debe 
tures in case public subscriptions f. 
tered. The surge in stockmarket liqué 
ity around the close of the issue ré 
resented the release of institutional 
serves once RPL was home and dry, & 
cording to traders, 
In the first week of the flotation, # 
institutions and Reliance insiders hadi 
fight off an assault on RIL's share pri- 
A cartel of brokers led by Ambar 
longtime nemesis, Manu Mare 
(nicknamed “the black python” for : 
supposed wiliness) began short-sell# 
RIL scrip and covering sales with heaw 
ly discounted stock converted from, 


previous RIL debenture issue. 
E xchange officials, reportedly une 
pressure from New Delhi, tempo 
rily removed RIL from the list of stow: 
eligible for forward trading. On a ce, 
basis, the siege became prohibitively - 
e and RIL soon recouped its 
ier losses. But the assault took its s 


















on the RPL issue which started v - 
slowly, amassing less than Rs 1.3 bill: 
in the first few days. | 


GE 


. But, in what one broker describe 
"vintage Ambani" style, the float 


attracted 10 times that amount a it 








three days. “He pulled the same 
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In a hearing in the Hongkong High 
ourt on 7 September, counsel for Lee 
kgued that the refusal to release funds 
eld in Hongkong accounts would mean 
-US court order was being enforced in- | 
arectly in Hongkong. Payment of the | 
ands into the New York court did not | 
5solve Standard Chartered of the obli- 
ation to meet a valid withdrawal de- | 
sand in Hongkong, it was argued. Thus 
¿e bank, after receiving something in 
acess of US$10 million, may find itself 
mVing to pay out more than US$20 mil- 
in. On top of this will come the con- 
erable legal fees in both places. 
tin Hayman, the bank's company 
retary, said: "We are an innocent | 
rty caught in the middle... It is a 


xe YT 











with this "explaining." 

«Meanwhile, in the US, the bank ex- 
ects to be able to rally other interna- 
nal organisations to take part in its 
_surt appeal and to join with it in oppos- 
we what the banks think would be an 
tepalling change in international law — 
ae which could affect not only banks, 
sat also other kinds of companies and 
mrtnerships. ü 
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sth his last two debenture issues [in 
85 and 1987 respectively],” he added. 
. “He concentrated his pre-marketin 
Morts in mofussil [outlying istic, 
"here returns are slowest to come in. 
imen, during the flotation, he sent out 
ord in the metro cities that the issue 
as floundering." So last-minute appli- 
ots, thinking they had a better chance 
_ getting allotments, queued up at city 
nks even as the belated news of heavy - 
iral subscriptions started to filter in. 

— Ambani, himself, was never in doubt 
at the RPL debenture would be heavi- 
 oversubscribed. He even dispensed 
‘th underwriters, diverting the fees 
ed to the issue’s Rs 200 million pro- 
ional budget. Besides a saturation ad- 
ing campaign, the marketing ef- 
at mustered an estimated 3,000 to 
00 brokers and sub-brokers plus 600 
nch banks. The network covered 
ns with populations of as few as 
160,000 people. Although official re- 
ans are not yet tallied, RIL company 
tary Vinod Ambani predicts RPL 
emerge with twice as many 
'eholders as its parent company. 
"That's already a mini-electorate," 
one broker. "Nobody in India ex- 
t a few filmstar-politicians has a per- 
al following like Ambani's. No won- 
-he has Delhi convinced that he is 
mous with the stockmarket." 
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Generating friction 


The US may impose import duty on Thai ball bearings 


By Paul Handley in Bangkok 


Beer successful foreign-invest- 
m) ment policy has been challenged by 
a US Department of Commerce (DoC) 
move to place tentative countervailing 
duties (CVD) on Thai-exported ball 
bearings. 

The action hits at the heart of Thai- 
land's investment boom: strongly sup- 
portive fiscal incentives have drawn 
many Japanese firms to manufacture in 
Thailand, mostly for export. Similar ac- 


. | tionis being studied by the EC. 


If the US makes the CVD perma- 
nent, it would establish that investment 
incentives are subsidies. This could 
open the way for other assaults on Thai 
Government-supported exporters. 

The DoC imposed a CVD of 17.8376 
on anti-friction bearings imported from 
Thailand, and up to 4.95% on those 
from Singapore. The charges relate to 
host-government incentives for Japan- 
ese giant Minebea in Thailand and 
Singapore, and Sundstrand Pacific 
in Singapore. The DoC should make 
its final decision by mid-November, 
to be followed by a review by the 
US International Trade Commis- 
sion. : 

In April, the EC also accepted for in- 
vestigation prima facie evidence that 
Minebea's Thai subsidiaries, Pelmec 
Thai and NMB Thai, were effectively 
subsidised by the Thai Board of Invest- 
ment (Bol). Dumping charges were also 
made. The case will probably be de- 
cided by the end of the year. 

The US complaint focuses on Bol tax 
incentives as well as low electricity rates 
and cheap government packing credits. 
The EC complaint cites Bol income, 
business and dividend tax holidays, flat 
discounts on subsequent taxable in- 
come, deductions for investment in in- 


| frastructure and employee-welfare 
facilities, generous depreciation 


policies, cheap packing credit loans, 
and other fiscal benefits. 

The complaints are likely to be found 
valid — Bol provides three to eight year 
tax holidays, and other tax and credit in- 
centives, to most accepted applications. 
As one Bangkok merchant banker said: 


“Any company which is exporting 90% | 


can get those incentives. You can al- 
most get anything you ask for." (Ironi- 
cally, recent criticisms by Thais of the 
Bol focus on its foregoing tax revenues 
unnecessarily.) 

Staporn Kavitanon, deputy secret- 
ary-general of Bol, argues that the al- 
leged subsidies are uniform for all in- 
vestors and are in line with investment 
incentives offered elsewhere in the re- 
gion. The incentives were introduced 


several years ago after international 


agencies and economists criticised the 
country for tax policies which effec- 
tively penalised exporters. 


Further, Staporn said, the packing 


| 

| 

| credits given by the central bank are on 
offer to all exporters, and are 
ent from other countries’ trade 

| banks. — 

| , Bol is most generous w 
| firms locating away from t 

| area, such as Minebea’s operations. 

| vesting in Lop Buri, 120 km from 
| Bangkok. pic 
| Minebea is also somewhat of à f 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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vourite son, having led othe 
manufacturers in opening its Bang P: 
factory, 50 km north of Bangk 
1984. It is now one of the largest; 
employers in the country. 

However, Minebea also is no 
stranger to unfair-trade accusations. 
The firm set up its first plant in the U Sin 
the 1960s due to worries about US 
dumping charges; in 1984 the EC ac- 
cepted complaints about dumping relat- 
ing to bearings producers with factories 
in Japan and Singapore, including 
Minebea. Also, the EC considered but 
ultimately rejected a complaint against 
Minebea's Thailand operations in 1984- 

| 85. 





rivate 


The US moves on ball bearings are 
the first citing Bol incentives, but other 
Japanese-related Thai businesses have 
also been under attack. Thai exporters 
of steel pipes, nails and pipe fittings 
have been accused of dumping — they 
allegedly have been a conduit through 
which Japanese steelmakers get around 
their own voluntary restramt agree- 
ments (VRA) with the US. 

Between 1984-87, several CVDs and 
| anti-dumping duties were set on Thai- 
| exported steel products. In the past 
| month, more investigations have been 





i 

| 

| : 
| initiated, now backed by an amendment n 
| to the new US trade bill focused on steel | 
| 

| 

| 





melted and poured in a country will 

| VRA but exported by another country. 

Thai steel-pipe makers are likely to 

come up with their own VRA with 
Washington. 

Thailand's exports also face the pos- 

| sible removal of benefits under the gen- 

eral system of preferences. Bangkok 

| was given an extension until 15 De- 


that would protect US firms as those in 
other countries are protected. Im- 
mediately following the passage of a bill 
in May, however, then prime minister 
Prem Tinsulanond dissolved parlia- 
ment, which killed the chances of the 
amendment becoming law. ü 
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@ outh Korean planners are paying 
ww the price for their export-led econ- 
omy. A ballooning current-account 
surplus is not only causing problems 
with trading partners, but also spurring 
inflation and making domestic eco- 
nomic management more difficult. 
Political timidity has prevented im- 
port barriers and financial controls from 
being dismantled more quickly. More 
than US$1 billion a month in cash is 
flooding into the country, and 
speculators are pouring in cash at an ac- 
celerating rate to take advantage of high 
real interest rates and continuing cur- 
rency appreciation. Consumer 
inflation is expected to be al- 
most 8% in 1988, compared 
with 3% last year. 

Planners understand the di- 
lemma. They know they have 
to liberalise foreign-exchange 
transactions over the next sev- 
eral years to integrate the 
country into the global eco- 
nomic system. Late in August, 
there was a flurry of excitement 
when atop government econom- 
ist said the South Korean Gov- 
ernment would apply to be- 
come an International Mone- 
tary Fund Article 8 country 
(which would require free in- 
ternational currency flows) and 
move to make the won an inter- 
nationally convertible currency 
within "several months." 

"It's coming very soon be- 
cause the Korean economy is 
faced with this surplus crisis," 
said the economist, who is in- 
volved with coordinating a 
study of reforms. "To cope 
with crisis, reform is inevitable 
and it will be accelerated." 
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| 14 
i ae x pU 
(Merchandise) 


"Net E chance E change | Dividend. 


Y30June | M$134.5m M$3.4b 433 14 Me 
(US$50.6m) (US$1.3b) (11M¢) | 
H 30 June | HK$207.9m +25 | HK$715.5m | +23 22 HKE 
(US$26.7m) (US$91.7m) | (18 HK¢} 
H30June | ¥9.1b +165 ¥310.1b +22 ¥6.25 
(US$67m) (US$2.3b) (¥5) 
Y30June | A$206.6m A$3.7b *19 15A€ 
(US$1 65.3m) (US$2.9b) (same) | 
H30June | P291.3m P537.9m +24 | na. 
| (US$13.9m) (US$25.6m) uu (n.a.) 
Alican | | H30June | A$50.7m A$334.6m +44 BAG 
Australia — | | (US$40.6m) _(US$267.7m) (2 Ag) 
H30June | HK$82.8m HK$183.1m -40 | SHK¢ 
m 4. (US$10.6m) (10 HKe) | 
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The following day, however, the 
central bank, Bank of Korea (BoK), 
moved in the other directon, lowering 


the amount of money that can freely be 
brought into the country from US$5,000 


to US$3,000. "This is a case where 
short-run policy conflicts with long- 
range policy direction," said Young Soo 
Gil, of the Korea Development Insti- 
tute. "We recognise the inconsistency.’ 
The BoK has been feverishly issuing 
monetary stabilisation bonds (MSBs) to 
soak up liquidity. The bonds, which are 
force-fed to institutions at below-mar- 
ket interest rates, currently equal about 
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40% of M2 money —— Since the t 
ginning of the year, MSBs have soar 
from Won 8.2 trillion (US$11.59 b 
lion) to Won 17.6 trillion. What. w 
once a device for soaking upthe currer 
account surplus, however, has becor 
another source of liquidity, with inter: 
payments from the MSBs adding 
money-supply growth. 

With M2 growth running at 19* 

versus the government's 1876 targ: 
policymakers in the Ministry of Finan 
and the BoK are trying to clamp dos 
even harder on monetary growth. T 
business community, however, wou 
like to see an easing of monetary poli 
and the doubling of a USS$3 billi 
fund to import raw "ostendis ai 
capital goods as a way of e: 
ing the pressure of the curre: 
account surplus. 
Despite the problems wi 
anaging the surplus, t 
pr ospects for yet another ye 
of double-digit econon 
growth look strong. Althou; 
GNP growth in the secor 
quarter slowed dramatically 
9.1%, most of the slowdov 
from the 14.9% revised fir: 
quarter growth figure was di 
to the impact of labour di 
putes. Surprisingly, the 9% a 
preciation of the won this ye 
seems to have had only a ma 
ginal impact on the big expc 
earners. 

With President Roh T; 
Woo expected to schedule ar 
ferendum on his popularity 
February or March next yea 
the economy is expected to ri 
at full throttle at least until ti 
end of the year. The real tri 
will not be to keep the eco 
omy ticking over, but to keep 
from racing on an inflationas 
course, — Mark Clitfo 
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(US$23.5m) 


Comment 


Profits doubled for the plantations division of this diversi 
Malaysian group. E 
Overseas programme licensing was a major contributor 
results of Hongkong TV broadcaster. ] 
| Top Japanese camera and office automation firm first-ha 
results astonished analysts. 





Australian international transport group will issue one-fc 
five bonus Scrip. 


Real estate and construction boom in Manila fueli 
increased earnings. 





Aluminium smelter net includes an exchange gain on « 
dollar borrowings of A$15.8m. 


Diversified Hongkong financial group net affected : 
reduced post-October share market activity. 





ile Star International. We're a Life Insurance c 


and this is one of our assets. 
We have over 8 billion others to go with it. 
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Ml as having assets under manage- income of over £710 million in 1987, and lopment of International Eagle living e Star International 
of over £8 billion, we have a we employ more than 10,000 people ^ insurance. And we have a very simple 

Ky portfolio in the UK of over throughout the world. Over 200 of policy. It’s to help you face the future 8 Quee, Hong Kini 
bOn. them are here in Hog Koog: with confidence. Fc 5-845300 
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5 Sept. 4-year M 
Year agot 5 Sept. Prime Interbank interbank interban: 
US$! WORTH © lending Pca n tmontht | 3monthst | 6months 






1.379 




































































0.558 Australia 1500 | 12.55 13.25 13.53125 | 13.8284: 
6.015 Britain | 12.00 E 1175 — | 1225 12.25 
DE Hongkong | 9.50 D 7.875 | 8.375 8.75 
1,642.00 indonesia l 22.00 — 19.50 | na. n.a. 
141.62 E | 
2.509 Japan | 5.70 4.71 | 5.125 | 5.125 | 5,125 
1.599 "3,375 | | | 
17.5025 | | i | 
20.60 Malaysia — | 675 — | aso | 360 3.70 
E ond NewZealand | ^ 16.75 — | 1495 | 44.55 | 1440 
28.93 Philippines | 13.875 na 13.00 13.50 13.56 
1.486 
30.10 Singapore 6.13 — 4.9375 | 5.00 5,5625 
25.67 South Korea 11.50 15 _ ME — 
17935 outh Kore 5,80 | | 
Taiwan | 5.75 5.01 | 3.75 | 4.75 5.10 
Banknote Official Communist i i i 
rate" rae Countries Thailand | 11.50 4.80 11.00 | 1425 ei 
Mad taka. 29.50 | 3420 China US j 10.00 | 8.038 8.32813 8.4375 8.8125 
Brunei dollar 2.00 2.045 USS - Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES 
Burm kyat 63.50 7.05 
a a . : 
Macau pataca | 8055 | 805 eu 1month | 3months | 6months |  12months 
Nepal rupee 22.00 24.00 Soviet Union 
0875 | 086 uss- Roubls 0.634 US$ 8.25 8.375 8.6875 8.4375 
8$1-M$1.3076, £1 = HK$13.204, US$ = New Kip 350.00 Yen 5.0625 5.00 5.00 5.0625 
3.months forward: Japan Y 135.433, ainan ; 
Hongkong HK$7.807, Singapore S$1.968, tena 5 Swiss Fr. i 3.50 3.6875 3.9375 4.00 
IMMO rate i: dae UE pone 2500 Dm 4.8125 4.9375 5.25 5.375 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 12.4375 13.125 13.50 13.75 


tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 








*long term — **short term t offered rate Source: Telerate, Vickers da Costa & € 


COMMODITIES T _EOND YIELDS (%) 


Last sale to 5 Sept. 





Average of representative high-grade issues 








Previous 
















































































































































































































































































































































































Goid London 3 | USS: 
9 431.35 463.75 Domestic 3-5 ygarst 8.69 8.69 7.6€ 
Copper New York (4) 7-1Oyearst | 8.99 9.06 8.3C 
eibi delivery (Sept.) 103.05 103.70 International — 3-5 years! 8.83 8.87 7.68 
elivery 7-10 yearst 9.08 9.17 8.25 
Aluminium London a) Van: udi 
- Dec. delivery 1,438.00 Domestic 3 years t 4.66 4.35 3.60 
ROREM International — 3-5yearst | 4.65 4.37 3.94 
Cotton | New York (4) x 
: Dec. delivery 51.65 Dm: 
Rubber KualaLumpur (9) Domestic 3-S years" na. n.a. n.a 
“Current delivery {Oct} 331.50 338.50 383.00 10 years n.a. n.a. na 
~ Dec. delivery 332.50 international 3-Syearst 56.17 | 6.00 4.89 
Paim Oil Kuala Lumpur (5) 7-10 years 6.71 | 6.66 6.03 
= Current delivery (Sept.} 976.00 1,100.00 AS: 
Ni 993.00 Domestic 3 years t n.a. n.a. 11.46 
| New York (4) inui 10 years t n.a. n.a. 12.19 
€ Er (Oct.) os ws 5.63 international — 3-5years! | 13.02 | 1273 | 149€ 
deri. delivery : 7-10yearst | 12.27 | 12.41 12.5€ 
: Singapore — (10) x 
477.50 387.50 720.00 1,100.00 d | 
| Chicago i6) : Domestic 3years* | 10.37 | 9.75 8.97 
Ra 399,60 390.00 362.60 4. i0years* | 10.36 | 989 | 9.21 
a uri 416.60 pon international 3-Syearst | 10.38 | 9.96 { 9.07 
one Chicag á (7) 7-10 years! 10.49 10.20 | 9.57 
~ Current delivery Sept.) | - 289.00 277.20 234.40 157.00 £: 
if Dec. delivery 301.00 Domestic - 3 years t n.a. | n.a. n.a 
j Bangkok (8) Wyearst i n.a. n.a. n.a 
de 305.00 305.00 300.00 235.00 International — 3-5yearst | 10.90 | 10.19 9.3€ 
[oem l 6) 7-10years! | 10.62 | 10.00 | 95 
PA d 869.00 831.40 849.00 512.60 NZS: | E ud | 
i 881.40 Gomari | | 4 : 
^ Sept. det | estic 3-Syearst | 13.26 | 13.806 | 14.2: 
i Cocoa London (1) j 7-10yearst | 12.75 | 12.85 13.6£ 
, Current tdeliory (Sept) B en 872.50 931.50 1,206.00 International 3years* | 13.50 | 13.94 17.14 
_ Dec. delivery | 7-10years! | 12.97 | 12.965 | 13.3% 
Coffee | ind (| 4,022.50 1,009.00 SEU 
^ Current deliv t. ez. O09. 1,144.00 1,307.00 i | 
| Now. Gaver sate 4 1,034.50 ei yearst 4.77 4.67 3.9" 
_ Petroleum. “| Tokyo (14) "years: | 4.60 | 457 4.5 
Sumatran light "4 | | 14.35 14.50 17.50 ECU: | a 
-Brent | London a 1) 13.75 14.70 17.90 3-5 yearst 7.38 | 7.23 7.01 
= —À nt er ~ 7-10 yearst TS f. 7.8 
£ atone 2 MS a "m ar US$ an o oz. (4) use a ib (5)M$ atonne (6) US¢ a60 Ib bushel | SEINEN 
|(7)UScaS6ibbushel (B) USS atonne (9) Meakg (10) S$ ai00kg (11) US$abarrel Source: Telerate, Reuter *AAA corporate t Government Soure 
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4.6 9.4 13.5 4.10 3.6 | 42 
1988. 1-3 7-7.5 5-7 1.80 l 3-4 3.54.5 
jarnatona Reserves (5) | | 
Latest | US$12.44b USS18.57b n.a. US$5.33b USS5.41b USS06,09b 
june pr. (Apr.) (Mar.) una) 
Woar sario | USS9.11b US$12.49b na. US$6.50b | USS4.01b |  USÉ69.04b 
sade Balance (total merchandise) i 
Latest 3 months 4 US$0.26b —US$0.63b ~US$0.49b ~US$0.95b | -US$3.24b |  *US$t?73b(6) 
(Apr.-June) | (Jan.-Mar.) (May-Jul (Jan.-Mar.) (Mar.-May) i Ape karte) 
Previous 3 months +USS$0.33b -US$1.24b USSO, —-US$1.57b -US$2.62b | +USSIS775 
Year earlier -US$0.17b -US$0.52b -US$0.10b -US$1.51b | -US$1.76b | +USS20.58b 
«ports (7) | 
Latest 3 months US$8.61b | US$8.92b US$15.81b US$3.39b i US$4.54b j  US$6493b(5 
9o change previous 3 months -4.3 ! ~ 93,4 +24,7 +17.8 : -2.9 | 48:0 
“a change year earlier +14.3 | +22.4 +26.7 +28.7 +162 | +142 
sports (8) | | | 
Latest 3 months US$8.35b | iac P US$16.30b US$4.34b US$ .40b U5$47 AIS) 
% change previous 3 months -0.3 i +20.2 -2.5 ~ 86.2 A64 
9 change year earlier +10.3 | + H 3 431.6 +48 -35.4 | +301 
onsumer Prices | 
Base July 80-June81=100 | Sept.-Dec. 1986=100 Oct. 84-Sept. 85--100(2) 1960= 100 Apr. 77-Mar, 78= 100 1885-100 
Latest 3 months index average 179.0 107. 772.0 310.47 | 101.3 
' (Apr.-June) | sd -Dec. P (May: july (Apr.-June) (May-July) | LAR edane) 
5 change previous 3 months +G | l +2 £24 i e. 
% change year earlier 49,8 | + 20 i : 114 | 8.5 LE 
pney Supply (3) j | 
Latest | AS1 mt 0) | HKES23.22b Rs a E 34. n | T SO0t 
a uly eb i (May) 
% change previous month | i 08 "un 1.8 | 21 | AE 
*& change year earlier +12.4 +19.1 A +175 v 325.4 looo HM 
MALAYSIA SINGAPORE SOUTH KOREA TAIWAN | THAILAND - 
i! ; à Sta ed tricot easier NUR eni C SE FERNER E M 
ponomic Sei (real) " | | 
1987 4.2 .05 8.8 12.0 11 i 6.6 
1988 — 6-8 565 - 6-8 10-11.5 | 6-8 : 7-8 
ternational Reserves 6) | 1 | 
Late US$6.02b US$15.70b US$8.98b US$74.26b USS4.97b 
(May) (Mar.) (June) | (Apr). | dure) 
ae x, US$6.91b | US$13.25b US$3.33b | US$57 49b | USS3.71b 
fe Balance itotal merchandise) | | | 
hs o * Fea jeu ~US$0,30b ~US$1.18b us$ Ten nro | Neg Vs 
Ov.-Jan r.xJuneo (Apr.-June une-Aug Apr Juno i f" TE 
+US$0.61b Aisso. 23b VOSST 05b -USS$1.48b -USS1.34b | -USSI Bih 
+US$0.45b ~USSO.22b . - US$0.81b -US$1.29b | +US$4.85b | -U850.36b 
USS40BbU) —| USS171b US$9.52b USS15.44b(ó) |  — US$1550b — |  — USS273b 
| 411.0 413.6 49.4 | +420 l +92 
Ny 4 | +24.8 +32.8 +29.3 | LO | +32.0 
i 
US$3.30b(4) i US$2.01b US$10.70b US$13.65b(5) | US$12.29 | USS4,25b 
-2.3 | +43.6 +13.7 +8.0 i 0.8 | AT 
+31.2 | +26.4 +33.5 428.1 238.0 | 88.2 
| | 
1980— 100 1978-100 | June 82-May 83= 100 1985= 100 | 1986-100 | 1976-100 
L 129.3 400.31 — — 104.1 i 113.5 | 100.77 | 208.5 
Am (Dec.-Feb.) i (May-July) (Apr.-June) (May-July) | (Apr.-dunej i (Fab, ri i 
% ‘change previous 3 months +1.4 i +17 +03 *1.4 +B 
% change year earlier +1.4 +8.9 +4.6 +72 43,3 | E h 2 
oney Supply (3) a | xc | 
Latest M$55.04b P163.44b $$37.53b Won 42.74¢ Í NTS4.34t Bahta832 9b 
EN (Nov.) (May) (May) (Apr) (Marn) 
ls change previous month —0.5 +27 42.9 : £14 
s change year earlier +5,7 423.2 +9,5 aan t ANNE 





ingapore 





i6) Customs basis 


(7) fob (8) cif 




















ange over past 3 months 





‘and other estimates of GDP (GNP in Japan) (2) Consumer Price index A {3} M2 or currency plus bank deposits. (4) Peninsular Malaysia only 
(9) Excluding petroleum. products - ae ; 





{m IMF defination of reserves minis aah 
Source: Officiat statistics. 

















| tive stocks. Mines were down but oils 

| were up amid renewed speculative in- 

i terest. The Manila Composite Index 
- inched up by 0.5276 to 767.11. Average 
. daily turnover. rose to 1.06b shares, 
-. valued at P50.1m. 


HONGKONG: Stocks advanced be- 


cause of strong performances in major 


“at 2,464.83. Among blue chips, prop- 
 erty shares made strong gains. Hong- 


- Shipyard attracted buyers who pushed 


-by Sime Darby's announcement of 

sharply higher profits. It gained 24 M 

- cents (9 US cents) to M$4.08. Volume 

- leader Promet rose 7 M cents to 74.5 M 
4. cents. Daily volume averaged 20.2m 
T shares, worth M$31.4m. 


BANGKOK: After sagging for four 


.0.35 up at 438.96. Real estate de- 
- veloper Star Block led gainers, rising 

| Baht 11.75 to Baht 52.75. IFCT rose 
^ Baht 15 to Baht 158. Leading loser 
: OCC fell Baht 80 to Baht 430. 





- STRONG mid-period performances in Tokyo and New York, after higher US jobless figures tempered in 


flation fears, helped lift sentiment in regional bourses. Taipei rebounded on record turnover. 


TOKYO: Fears of an impending dis- AUSTRALIA: The market rebounded | 
count rate increase depressed prices, late in the period after two weeks. 
though the market staged a temporary of heavy losses. Sentiment was helped 
rally in mid-week in response to higher by strong performances in overseas 
US unemployment figures. The Nikkei markets. But volumes remained thin. 
Average finished slightly lower at Mining stocks failed to join the recov- 
27,341.58. Trading volume averaged a ery. CRA lost 32 A cents (25 US cents) 
481m shares. Nippon Steel fell ¥17 to A$8.44. Bank shares rallied. Na- 
(12.5 US cents) to Y673. Taisei Con- tional Bank gained 18 A cents to 
struction dropped Y 15 to ¥875. A$6.54. 


NEW ZEALAND: The sale. of 7.4m 
shares at NZ$5.75 (US$3.67) in news- 
paper publisher Wilson and Horton on 
5 Sept. boosted an otherwise uneasy 
market. A stable NZ. dollar. helped 
steady nerves and lift confidence. |. || 
Fletcher Challenge ended the period | 7" 
up 10 NZ cents at NZ$5. Brierley fell 4 
NZ cents to NZ$1.44. Volume was 
61.15m shares, worth NZ$115.25m. 


overseas markets. The Hang Seng 
Index finished the period 43.36 higher 


kong Land rose 15 HK cents (0.7 US 
cent) to HK$8.10. Wharf Holdings 
rose 15 HK cents to HK$7.85. Volume 
was 2.03b shares, worth HK$2.41b. 





SINGAPORE: A technical rebound 


carried through into more solid gains 
following the ruling party's election 
victory. Trading volume remained 
thin, however, averaging 35.9m shares 
a day, valued at $$59.3m 
(US$28.93m). Retailer CK Tang put 
on 66 S cents to $$4.36, while Jurong 


SEOUL: The market staged a half- 
hearted rally before falling back in 
weak trading. Insurance shares, up 
8.4% , led the market, with Shin Dong- 
A Fire & Marine gaining 19.576. Sec- 
urities shares rose 6.5%. Construction | | — 
and trading companies were weak. |. 
Daelim Industries fell 7.9%. Average 
daily volume fell to 5.5m shares, worth 
Won 95.6b (US$136.57m). 





the price up 36 S cents to S$3.06. 


KUALA LUMPUR: After three weeks 
of falls, share prices rallied on better 
news from Tokyo and local bargain- 
hunting. Strong buying was also helped 


TAIPEI: Prices recovered as buying 
strength returned following a consoli- 
dation. Interest in industrial shares 
| helped push the index back above the 
| 8,000 mark. Average daily turnover 
| was a record NT$43.07b (US$1.49b). 
| Shihlin Electric and Engineering gained 
| NT$20.50 to NT$136. Textile firm 
| Hualon-Teijran went up NT$4.90 to 
NT$37.40. 





BOMBAY: Prices rose strongly 
throughout the period on strong in- 
stitutional buying. Sentiment was 
boosted by the two-fold oversubscrip- 
tion of newly listed Reliance Pet- 
roleum's mammoth convertible deben- 
ture issue. Other petrochemicals led 
the rally, with National Organic rising 
Rs 97.50 (US$6.29) to Rs 632.50. In- 
dian Organic gained Rs 4 to Rs 31.50. 


davs with turnover averaging below 
Baht 300m (US$11.95m) a day, the 
market bounced back on the final day 
of the period. The SET Index finished 


NEW YORK: The Dow Jones Industri- 
al Average soared 52.28 on 2 Sept. to 
finish the holiday-shortened period at 
2,054.59, Brokers said data showing 
an increase in August unemployment 
tempered fears of an overheated econ- 
omy anda rise in inflation. Volume was 
543.13m shares. The Morgan Stanley 
Capital International Index closed 8.2 | 
down at 427.1 on 2 Sept. (d 


MANILA: San Miguel-B gained 2.8% 
to P236 (US$11.18) and Globe-Mac- 


kay rose 3% to P 34 in highly selected 
trading that pruned the number of ac- 





CGE is the French parent company of 
an international Group. with over 
1,000 subsidiaries and affiliates. and 


FROM STRENGTH TO STRENGTH bod i 256.000 employees, which is present 


4n 80 countries, Activities centre on 


IN PRIVATE BANKING . Pees industry and services in energy and 


e communications. 





pies, | ‘Following à tremendously successful 
S . 
—" | | | ion cun in 1987, the o company is 
-— T» Netherland: is, . “swit 





S K IN UIECHTENSTEIN - Germany. 1987 turnover reached 

| N pu s : 127.5 billion, í í 
VADUZ ‘auc FRANKFURT 231 LONDON NEW YORK HONG KONG l — T A: am me "en profit amounted to ox 
ae HERON. 


President: Pierre S UARD. 





"ammansa BASF is a major international chemi- p ES Present on the 5 continents in some 40 
HUM EDU cal company. Its trailblazing scientific | | E countries, the Dumez Group is top 
and technological achievements. in- - French exporter in its. own fields of ac- 
tegrated production and intensive P tivities with 62% of it Turm-over on the 
marketing have built a significant posi- E foreign market. 
tion for BASF in world markets. ae In 1987, Dumez's consolidated. tarn 
1987 was another successful vear. Vol- aa... over was 16.2 billion French Francs 
ume was higher. At DM 40.2 billion, E n (ex-V AT). 
isäles nearly matched the preceding nee. ! The Group is active in three main sec: 
year’s total. However. the net income D c tors: 
of the BASF Group rose 15.5 percent : ~ Building Construction and Publics 
to DM 1.051 billion. Works 
On the strength of still higher volume : ~ Distribution 
jand rising incoming orders 1988 has so | ~ All other activities connected to 



















far exceeded our expectations. The B.P.W. 
outlook continues to be positive. Manpower: 27,800 


Cap Gemini Sogeti 


CAP GEMINI SOGETI, an indepen- : : Federal-Mogul Corporation. head- 
dent and public group with more than quartered in Southfield, Michigan. is 
10,000 employees, is one of the leading a manufacturer and worldwide dis- 
DP sérvice companies in the world and tributor of products ranging from pre- 
the largest in Europe. In 1987, CAP GE- COR paris tor the Transportation, 
MINI SOGETI realized consolidated ; farm equipment, construction and 
revenues of FF 4.1 billion {+ 43 6% ). manufacturing industries 10 GO POS 
Net profitability after taxes reached FF and electronic components. — 
280 million (+ 45.2%), which repre- Shares of this billion-dollar corpora- 
sents 6.7% of revenue (Budget for tion are traded on the New York and 
1988: 5.4 billion francs). Pacific Stock Exchanges. 

CAP GEMINI SOGETI's leadership 
is acknowledged in all advanced 
p software technologies (videotex, artifi- 
^. cial intelligence, software engineering, systems integration, . . .). 





{Compagnie Du Midi is the holding | Cosmetics and pharmaceuticals. 

{company of a diversified group, eee " | 

]mainly operating in: insurance with ed Consolidated sales : 

AXA-Midi assurances, banking and xr ion 20.09 billion FRE 

financial services, property holdings, is Chairman and C.E.O. * Charles Zviak 

industry and trade. pc 

~ Total revenues: 44, 500 
(FF 000,000) 

~ Midi shareholders’ equity: 

2.200 (FF 000,000) 

— (FF per adjusted share) 
Shareholder current income: 80,74 
Shareholder non current income: 

| 28.90 

Midi group'schairman: Bernard Pagezy 







_Lyonnaise des Eaux [9] 


A Pivotal Year... 


IE M Cope 


Peugeot S.A. 





t Lyonnaise des Eaux is an international 
-multiservice group employing 37,000 
- people on five continents, 

: Major specialties of Group affiliates 
-are water supply and wastewater treat- 


nent, waste management, energy 


| technologies, and mortuary services. 
More recent activities serving com- 
munities are communications (cable 
TY networks, including that of Paris 
which in 1992 will be Europe's 
largest), leisure activities (golf), and 
" health care (facilities for the elderly). 


Lyonnaise consolidated revenues were 
FF 16,8 billion in 1987, 22% generated 
from foreign operations. 


10 


Norfolk Southern Corporation is a 
Vicini: -based holding company that 
owns and operates two major freight 
railroads, Norfolk and Western Rail- 
way Company and Southern Railway 
Company, and a motor carrier, North 
Aqmerncan Van Lines, Ince. Extra- 
ordinary changes in. 1987, including à 
one-time special charge, will make 
"The Thoroughbred of Transporta- 
tion" leaner and better position it in 
the highly competitive transportation 
environment. 


[u] 


The PSA group, one of France's lead- 
ing industrial groups and first French 
exporter in 1987 with foreign sales 
amounting to FF 60 bilhon, moved last 
year from 4th to 3rd position in the 
European automotive industry. PSA's 
12.4% market share enabled it to out- 
distance Ford Europe. The group pro- 
duced 1,952,500 vehicles in 1987. 
From a financial point of view, the 
PSA group became France's leading 
company in terms of profits in 1987; its 
net income amounted to FF 6.7 billion, 
Le. an 87% increase as compared with 


= mre 1986 and 1987, the group's operating margin rose 
by 51% and its cash flow covered i investments in fixed assets by 


" more than 150%. 


naone-Fonenc 


esas! Report 





12 
Rhone-Poulene is the 9th largest chemical 
company in the world. In 1987, consoli- 
dated net income rose to 2.360 billion 
French francs, a 17.5% increase over 1986. 
The financial structure has been improved: 
the Debt/Equity ratio was (0,8 down from 
LI a year ago. 
1987 consolidated Group sales rose to 56.2 
billion francs, a 6.6% increase over 1986. 
In 1987, the purchase of the Stauffer basic 


] chemical business, added to the acquisi- 
“tions already made in 1986, provided the 
-Group with a firmi industrial and commer- 


cial base in the United States. 








participation in the caj 


13 


The world's leader in most of its 
businesses, Saint-Gobain is active in 8 
industrial activities (flat glass for the 
automobile and building industries, in- 
sulation products, ductile cast iron 


| pipe for water systems, glass jars and 


bottles, paper, cartons and sacks for 
packaging, wood panels, fiber-cement 
products, concrete tiles, fiber-glass 
reinforcements for plastics, industrial 
ceramics). Saint-Gobain is also in- 
volved in service activities such as 
water distribution and purification, 


d Saint-Gobain holds also an important 
tal of the second largest French construc- 


tion and public works group. 


Sanofi 


SANOFI is one of the youngest of the 
major French-based international cor- 


*$*]porations. 


1987 sales (including Y ves Rocher) to- 
taled FF 17 billion. 

Its three business segments: 

~ human health (44% ) 

- hio-industries (28% ) 

= perfumes and beauty products (28% ), 
employ a total of 23,000 people in 80 
countries, on all five continents. work- 


jing to improve the quality of fife. 


Sommer Allibert 





SOMMER ALLIBERT ranks among 
the leading world plastic transformers. 
It manufactures floor and wall cover- 
ings, home furnishing, automotive 
components, containers. Its brands in- 
clude SOMMER and ALLIBERT. . - 
1987 sales rose by 17% to FRF 6.705 
milhon. Net earnings progressed by 
48.6% to FRF 315 million. 
SOMMER ALLIBERT is listed on 
the Paris Stock Exchange. 


Zurich Insurance 





million, a 


The Zurich Insurance Group operates 
in more than 30 countries through 
branches, subsidiaries and foreign 
agencies. To complete its international 
service network, Zurich has made ar- 
rangements with cooperative partners . 
in more than 40 other countries. Thus 
the group is able to offer worldwide . 


| coordinated insurance protection and 


local on-the-spot chums service no 


i matter where losses occur. In 1987 the. 


Zurich Group, made up of the parent 
company and subsidiaries, n 2 
gross premium income of Sfr. 12, 


i rise of 3.8% over 1986, or 14.0% in local aec 
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The Recognized Authority 
Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publis 
Company Limited has long been recognized by le : 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range — 
Of Information E 
Covering subjects which range from foreign invest- - 
ment to fashion, electronics, telecommuriication, — 
engineering, contract negotiations and to. literally. ; 
dozens of others the CHINA TRADE REPORT is |. 
essential reading for anyone doing, or wishing to 99. ES 


atkdtdises. 


business with China. 


You Could Gather it Yourself : 
You probably could get the same information on your. 
own but in order to locate what is contained in each |. 
and every 16 foolscap page issue of CHINA TRADE |. 
REPORT you'd have to read hundreds of publications, | 
not to mention have your own network of people re- |. 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the |. 
mystery and much of the risk in doing business with | 
China. | 


Small Investment . . . Handsome Dividends 
Start benefiting immediately from the informator- 

packed CHINA TRADE REPORT by subscribing - 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 
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Post this coupon today! 


Circulation Manager, 
Review Publishing Company Limited, 
G. P. O. Box 160, Hong Kong. 
Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern — 
Economic Review. Or, please charge my credit card — 
(tick one): 
American Express (| 
MasterCard LJ 
(Please print in block letters) 
Card No: 
Exp. Date: 
pom 
Name: 
Address: 
























Diners Club L 
Visa L) 








| Annua subiséription rates: HKS2. 575 US$330 E : 
Sen X airmail E in me weve: mrad: 
















VERSNS =xperience . : 
one of the world's - 
most erata | | 
communications 
events! 












Adasia 89 Pakistan 


Together towards tomorrow d 


16th Asian Advertising Congress 1989. 


Al-Hamra Art Centre Lahore Pakistan. 
February 18-22 1989 


The programme for Adasia 89 uniquely blends a global » 
perspective with a regional focus — to set the scene for -4 
what promises to be a e 

exhilarating experience for delegates. 
in Lahore — the garden city of historic alory. 

















Official Airline: P.LA. 
Travel consultants: 
American Express 


Register now! 


Conaress Secretariat 

232, Hotel ciao 

Club Road, 

aR Karachi, Pakistan. 

le lephone Nos: 521567 - 521571 

| Telex No. 23108 MNJ PK 
Telefax. No: 737986 IPP, Karachi. 











postgraduate Diploma i in 
Intellectual Property Law 


Director of Studies: Professor J. C. Lahore 


The course is full-time for one academic year but may be taken 
part-time over two years. It offers tuition at introductory and 

advanced levels in the legal regimes supporting high technology, 
; inventions, information and "know-how". 


s The Diploma is open to graduates in any discipline. Special tuition 
: will be provided for students without an adequate background 
knowledge of the common law. 


The course is offered on a full fee basis. The course fee is expected 
to be $A11,200 


"The losing date for applications is 1 November, 1988. 


] ‘Further information can be obtained from the Assistarit Registrar, 
Faculty of Economics and Commerce, The University of Melbourne, 
;: Parkyiilo, 3052, Victoria, Australia. 


arma37713 


The University of Adelaide 
and 


The Flinders University of South Australia 
JOINT POST-GRADUATE PROGRAMME IN ECONOMICS 





e Giadüate Diploma in Economics (University of Adelaide) 
Diploma in Social Science. Economics (Flinders University) 
® Master of Economics by coursework and thesis 


s* Doctor of Philosophy 





uo The Assistant Re cadet 
Faculty of Economics 
University of Adelaide 
Adelaide. S.A . 5001 
Australia 









PUBLICATION 








2 WORLD TRADE 
CONTACTS DIRECTORY 
ublished Sept 1, 1988 the 1988 World 

de Contacts Directory features over 
0,000 leading exporters world-wide in over 
50 product line categories. US$110 inciud- 
elivery. World information Network, 
albert Rd. #784FE, Mesa, Arizona 
» Phone (602) 835-1004. 











Eg 


j| The programme provides advanced coursework and research 
| supervision in microeconomics, macroeconomics and a range of 
| . other sub-fields in which the emphasis is on the analysis of public 
| policy, These include open-economy macroeconomics, 
4 policy, u international trade policy, transportation and economic 


Bedford Park. s. A. 5042. Anuala 











wages 









Fhe Director otf PEOTI 
and Registrar 

School of Social Sciences 
Flinders University 
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AUTOMOBILE 


1986 PORSCHE CARRERA 
Black, sun roof, air cond, power seat. 
All Porsche options. 46,000 miles. 
Non-smoker. Cars beautiful: Ton- 


plete service records. Will send photos 


upon request. Contact: George 

Woods, MALIBU STARS CARS, 22203 

Pacific Coast Hwy, Malibu, CA 90265, 
USA: Phone: (213) 31731203. 
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* Year round admission 


Address . 





OFF-CAMPUS DEGREE 
PROGRAMS 
individualized programs arranged by 
acknowledged faculty lead to American 
Bachelor's, Master's and Doctor's 
degrees in a wide range of subjects. 
For a catalog send US$8 to the 
international Administrative Center: 


Somerset Gnibersity 
"a Independent 


minster 
Somerset TAS 080 


For QUALITY response... 
advertise in this section. 





BUSINESS OPPORTUNITIES 


* MA and Certificate Programs: Speciaiisations in international Ponie : 
Economy, Diplomacy and Foreign Policy Analysis, Strategic St ; 
* Evening classes for full or part time study 


* Entry in Fall, Spring or Summer. Please send course details to: 
RTT EMEN CORR RN al ee 


USC: Regent's College, Inner Circle, Regents Park, London AWT ANS 


(01) 487-7401 E 
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PERSONAL - 











cay rasa yma anota PSP RP A AKA A RAS AM ATE TM AYN th eene on prima ag 






















HAN INA p Kn jj msan he Ei tod A npa AAAA ADANA apt a loo MENOR 


= THE — : 
| DIPLOMAT HOTEL 

2 CHESHAM STREET - 

BELGRAVIA — 
LONDON SW1XS8DT 

: TEL: 01-235 1544 E 
| TELEX: 9226679 DIPLMT ©.. i 

Single: £49.95 + VAT 

| Double/Twin: £64.95 + VAT 

| All rooms with private facilitos cok. 

| our television, direct dial telephone 

hairdryers, coffee and tea maker: 

Substantia] breakiast served d 

| bedrooms. à 


——— Ó——————'''' '(ÓÓ—À————PÓM DSANN 






HONOLULU, HAWAII 
Franchised retail/wholesale | 
donut business with over 90 
excellent commercial accounts. 
Buyer will receive comprehen- 
sive training & continuing sup- 
port from the franchisor. Confi- 
dential Memorandum prepared 
by international accounting firm | 
is available on request. 
FRANCHISE NETWORK 
INTERNATIONAL 
1314 S. King St., Suite 407 
Honolulu, Hi 96814 U.S.A. 
Tel (808) 524-5065 
FAX (808) 524-5105 
















ATTENTION IMPORTERS! 
COTTON TEXTILES AND COT- 
TON YARNS FOR YOUR RE- 
QUIREMENTS, | 


CONTACT: ABDUL SATTAR | 
AZIZ. POST BOX 5075 KARA- 
CHI 2 PAKISTAN TELEX: 24833 
ASACO PK. | 


if you have something 
tosay...sayit 
in the Classifieds! 


1 * Revenues exceed US. SSOMM 










FOR JR SALE u 


| * Large, high-profile contracts in 
the Northeast & in Europe. 









i Highly profitable, 

| * Privately owned. 
Send qualifications to: — 
Chris von Strasser #12649 
| PO Box 7647, Teaneck, N.J,. 07666. 
| Fax (201) 692-0718 
| Tel — (201) 692-1600 














B $. F. Business l 


residente: in Canad: 
| Montreal, Quebec - 
695-1012; Toront 
(416) 340-7350; 
B.C. —(604) 641-134 
(514) 694-7408 





















“PROPERTY 





A chance to own 
the most remarkable 


The Barrier Reef 
Floating Resort, 


Queensland, Australia. 


The world’s only floating resort hotel is 
for sale. Situated in the heart of Australia's 
magnificent Great Barrier Reef, the 200 
room floating resort is set up and running, 
ready to capitalise on Australia's increasing 
tourist boom. 












For full information contact: 


Barrier Reef Holdings Limited 
Level 2, 20 Loftus Street 
Sydney NSW 2000 

Australia 


Phone: 61-2.251.3433 
Fax: 61-2-251-1731 
Telex: BRH 170168 


Agent enquiries welcome. 











Move £ ondon from Hong Kong 


Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell. let, 
manage and arrange finance for your UK house or flat, From £125,000 
Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 
mg FIRST PACIFIC DAVIES HAMPTONS 


FIRST c] Brd floor Two Exchange Square, Hong Xong 6 Arlington Street, London SWIA IRB Telex. 25341 













| WEALDEN HOUSE - FREE RELOCATION SERVICE 
.| For people looking for properties in the U.K. We have a comprehensive 
.] portfolio of properties throughout the U.K. Full property management ser- 
-vices also available. 
-o Birdbrook, Stonegate, Wadhurst, East Sussex, England, TN5 7EU 
Tel: 0435 883517, Fax: 0892 515789, Telex: 9312102325 TWG 
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@ INVESTMENT PROPERTIES 


from US$300,000 —- US$2,500,000 


WINDMILL LANE REAL ESTATE LTD. 
SOUTHAMPTON, N.Y. 11968, U.S.A. 
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HAMPTONS 
COMING TO LONDON? 


We are one of London's leading and longest established 
Estate Agents and have the finest selection of 
furnished houses and apartments to let for long 
or short term periods in prime residential areas. 

6 Arlington Street, London SW1A IRB 
01-493 8222 


Telex: 25341 Fax: 01-491 3541 
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EXCLUSIVE 
SOUTHAMPTION 
PROPERTIES 


@ WATERFRONT ESTATES 


SAN FRANCISCO, 
. CALIFORNIA, USA 
56,000 SF OFFICE 
NEWLY COMPLETED 


Located in rapidly growing San 
Rosa, California in the heart of ti 
Sonoma County wine country aj 
proximately 60 miles north of Sz 
Francisco. Fully leased with mut 
ple tenants. US$1.2 million gras 
annual rents. For Sale at US$11. 
million. PRINCIPALS ONL' 
Touchstone Interests, inc. 11€ 
North Dutton Avenue, Suite 15 
Santa Rosa, California 95401. 


@ DISTINCTIVE HOMES 


For listings portfolio call or write 
MS CATHY CARBERRY 


14 WINDMILL LANE 


Off. Phone (516) 283-7610 
Home Phone (516) 728-5829 


Classify Your Property. 


For every seller there's a buyer — 
who knows the market. And what to look for. 
Reach this elusive audience in the 
Far Eastern Economic Review Classifieds. 


| MALIBU MOUNTAINS 
- 62-acre ranch with convenient access 
"o Malibu- beaches. Caretaker's cot- 
tage, guest house and three-bedroom 
<| master residence. | 
j| OFFERED THROUGH CHUCK HAR- 
| RIS, FRED SANDS ESTATES (618) 
787-1337, Fax (213) 454 4815 FOR 
$1,600,000 





















. Maximise Effectiveness bed 
_ in the Classifieds! | 


Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before 
sending any money, incurring any 
expense or entering into a binding 
commitment in relation to an adver- 
üsement. The Far Eastern Eco- 
nomic Review shall not be liable to 


any person for loss or damage incur- 
fi 


or suffered as a result of his/her 
accepting or offering to accept an in- 
vitation contained in any advertise- 
ment published in the Review. 





Phone Karen Cole Tel: 5-293123. 
Telex 82804 REVMD HX. 


É FarEasternEconomic § 


_ Command an Elusive Audience 
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For further information contact Sole Marketing Agents 


The Shopping Village has 


one of, if not the,finest 


new owner will secure 
Hotels in Australia, 


gt 








Mr Brian Cox 


Mr Sam Buchanan 
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2 Abbott Street Ca. 


Phone: (070) $18-922 Fax 


1-580 Tel 


2 


(070) 5 





Mr Gienn Bechtel 
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Intern 


28th, 1988. 


‘or Sale by 


Tenders Close October 


The Cairns Parkroyal is a 


321 room 5 Star 






LETTER FROM KWANGBOK - 


hey reach for the sky, 40, 50, even 

60 storeys high, leaving the road 
below in total shadow. Cranes and red 
flags dot the tops of these soon-to-be- 
completed skyscrapers. The worker 
ants, tens of thousands of people, are a 
blur of industry, constructing ever more 


highrises, monuments and sports 
stadiums. 
Kwangbok. on the outskirts of 


Pyongyang, is a place where one man's 
musical composition, Kim II Sung's 
Song of Labour, is enough to keep the 
masses of "volunteer" workers happy 
and unified. 

Motorised loudspeakers blare out 
revolutionary labour songs hour after 
hour, boosting the spirits of the work- 
ers; women and children shovel rubble, 
old men drag enormous loads, and sol- 
diers patrol the rooftops high above 
them. You don't easily forget the ex- 
perience of driving or walking along 
Kwangbok Street. Olympic prepara- 
tions made by the hated south- 


ern neighbour and comparable 


efforts by other nations pale 
into insignificance. 

Perhaps this was what an- | 
cient Egyptians felt when they | 
were erecting the pyramids. | 
Soon central Pyongyang will be 
adorned — or disfigured, de- 
pending on your point of view 
by a  105-floor hotel, 
pyramid-like of course, which 
will rise to a height of more | 
than 300 m and will be 70 m tall- 
er than any other hotel in the 
world. | 

“All these wonderful and | 
beautiful buildings will be com- | 
pleted by voluntary labour." 
our guide tells us. Others dis- 
agree. "Slave labour," com- 
ments a diplomat. But he adds that. 70% 
of work on the Kwangbok project will 
be genuinely voluntary. This means that 
the people of nearby cities and villages 
obediently board buses and trucks when 
the people's army invites them to do so. 
The government provides them with 
clothing and equipment, and they live in 
tents. 

By the autumn of 1989, after North 
Korea has hosted the XIII World Youth 
Festival, Kwangbok will have a wholly 
new image. Our guide tells us that tens 
of thousands of people will move into 
the five-room highrise flats with a floor 
area of 140 m. 

It is probably true to say these North 
Koreans can look forward to better 
housing than their southern neighbours. 
No wonder, for Pyongyang has sunk 
more than  USSIO billion into 
Kwangbok. In addition to apartment 
blocks, money was needed for bridges, 
motorways and stadiums. The largest 
of these, including a soccer stadium. 
are dedicated to the Great Leader's 

















son and heir-apparent, Kim Jong II. 

What about Pvongvang's call that 
the Olympic Games be shared between 
the two Koreas? "Just a game of 
pingpong," according to foreign dip- 
lomats. A representative of a socialist 
country admits, and many more agree, 
that North Korea never wanted to host a 
single Olympic event. It simply could 
not cope with monitoring foreign 
tourists and the foreign press. not to 
mention relaying their messages to the 
outside world. The same sources claim 
North Korea only wanted to rattle the 
South and undermine Seoul's position 
as the host city. 

No one here mentions the Games 
any more. The International Olympic 
Committee "misunderstood" the North's 
manoeuvres. Neither did 
yang receive the solidarity it expected. 
Albania, the world’s second most insu- 
lar nation, will be sending a team to 
Seoul. The only boycotters whose ab- 


Pyong- | 





* AP) KAPANEN 





both in English and in Korean. 1 
propaganda machinery makes sure t 
the children of the revolution 
forever prepared for any aggression 
imperialists or by the puppet regime 
the South. “The Americans have e 
tried to penetrate the North by dr 
ping from the air Green Beret for 
with nuclear weapons in their ba 
packs." the Pyongyang Times warr 
recently, One of the first senten 
taught to students in English claims tl 
“an American is a wolf in human form. 
American, Israeli, South Kore: 
Taiwanese and South African passpo 
are not valid here. But sor 











5,000 foreigners, mainly fre 
Eastern bloc countries, vi 
| every year. : 
| The central lane of Pyor 
| yang's broad avenues is sey 
| rated by yellow lines and is | 
served for the Great Leac 
| and official state guests. Bh 
| uniformed female traffic w 
| dens gesticulate at crossro: 
and if you are lucky vou m 
| even get a smile and a big wi 
from them. Dark green art 
trucks and jeeps seem to 
everywhere but the visit 
might catch a glimpse of 
|! Volvo, for which North Kor 
| never paid Sweden, or of o 
j of the 100-odd Mercedes-Be 
limousines that Kim II Su 





sence will be noticed are Cuba and 
Ethiopia. Others who will stay home in- 
clude athletes from Nicaragua, Mozam- 
bique. Angola and the Seychelles. 
Pyongyang is still bitterly envious that 
the eyes of the world will be on Seoul on 
I7 September. It hopes to improve its 
reputation with next year’s youth festi- 
val. But the fact remains that if the 
South succeeds in staging a trouble-free 
sporting carnival, the gap between the 
two Koreas will widen even further. 
ara bi officials in the South fearful 
of Pyongyang-inspired terrorist at- 
tacks have drawn some comfort from the 
presence at the Gamesof the Soviet Union 
and China. Both have made it clear that 
any disruptive action would only harm 
Pyongyang’s foreign relations, though 
they cannot be more candid because the 
North is fiercely independent and non- 
aligned. and will not tolerate any out- 
side interference in its internal affairs. 
“The Yanks will attack during the 
Games.” Thus speaks the official media 


bought “for the people" and paid for 
gold because he had no hard currency 

In Pyongyang, people travel fr 
home to work and from work to hon 
Any deviation from the prescrib 
routes requires a special permit which 
usually not available. Except for ru 
hours, the streets of the capital appe 
deserted. In Albania and China bicy cl 
are ever present, but they have not be 
made available to North Koreans. O 
explanation that has been offered is th 
it would make tracking people's mov 
ments more difficult. 

North Korea has lost the race to t 
south when it comes to material we 
being and the abundance of consum 
goods. But because of their isolatie 
and because of the government's pro 
aganda blitz. many people genuine 
believe that they live in a social 
paradise. However. while the Sou 
welcomes the world's finest athletes ar 


celebrates their achievements. tl 
North is left looking like a sull 


spoilsport. — Reuli Virtan: 
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A THOUSAND MILES ON FOOT. 


To the North Pole 


by dogsled, sextant and 
Rolex Chronometer. 


The Steger International Polar Expedition, 
a team of seven men and one woman, set out 
on March 8th, 1986, from Ward Hunt Island, 
the northernmost tip of 
North America. 

Their aim was to 
reach the North Pole by 
foot and dogsled without 
any outside help. The dis- 
tance they were to cross 
was around 1,000 miles. 

Success would have to 
depend on the strength and stamina of the 
animals and the conditioning and experience 
of the people. And on the accuracy of the 
Rolex chronometer worn by the navigator, 
Paul Schurke. He relied purely on his sextant 
and his Rolex to plot their position at 
regular intervals. 

At times, temperatures were 70°F 
below zero. They had 60mph winds 
to contend with. 


They encountered ice ridges 40 ft. 





PAUL SCHURKE, 
SEXTANT AND ROLEX 


THE ROLEX GMT-MASTER CHRONOMETER IN STAINLESS STEEL. ALSO AVAILABLE 


high and sudden open patches of fre« 
ing water. 

They lived on a high fat diet of 70C 
calories a day, nearly three times tl 
intake for a normal aduft 

It featured butter, peanut butt 
cheese, noodles and oatmeal. 

On May Ist the team reached the Po 
with only lOlbs of food left between the: 
Only then did they radio to summon aircra 
to pick them up. 

Will Steger and Paul Schurke know bette 
than most what endurance is demanded « 
equipment in the polar wastes. Their choi 
of Rolex was proved correct by its preci: 
performance. 

Their arrival point, checked V 
by satellite was 89° 59.9" Just 
100 yards from the North Pole. ROLE ; 
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The 767 turns 
the great circle into 
solid gold. 


The Boeing 767 is opening a world This unique low-cost/long-range com- also Opening new routes to London. 
of new routes and business oppor- bination enables airlines to increase The Boeing 767. Range capabilities 
tunities the irequency ot existing interconti- surpassed only by the Boeing 747 

It has the lowest operating costs per nental services — and to open new Operating costs lower than any com- 
trip of any jetliner with comparable long-range services which would not petitor. For airlines around the world, 
range, including those still under be viable with any other airplane it represents a golden opportunity. 
development. And it has the range to The 767 is already providing daily ser- 

link Asia with Europe and North vice between North American cities 


America and Paris, Manchester and Zurich. It's MOD EINE 
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Malaysian lament 


Whatever the Malaysian Government 
might say about the dismissal of Su- 
reme Court Lord President Tun 
ohamed Salleh Abas, the public and 
the world recognise the exercise for 
what it is. 

This arbitrary action has tarnished 
the image of Malaysia internationally, 
and thousands of ordinary Malaysians 
are angered by the fact that our coun- 
try's once fiercely independent judiciary 
now seems cowed by the executive. 

Malaysia is vying for a place on the 
Security Council of the UN next year. 
Member countries of the UN should 
examine closely Malaysia's record on 
human rights and the numerous laws 
that have been rushed through parlia- 
ment in the recent past aimed at curtail- 
ing basic freedoms. 

The amendment to Article 121 of the 
constitution is clearly aimed at depriv- 
ing the courts of their inherent powers 
and therefore strikes at the root of our 
democratic institutions. It is to the 
courts that the citizen goes to seek re- 
dress when he is aggrieved by any act of 
the executive branch of the govern- 
ment. To take away the powers of the 
courts is to take away a very fundamen- 
tal right of the citizen himself. 

At the moment, there are still scores 
of people detained under the Internal 
Security Act, including the parliamen- 
tary leader of the opposition, Lim Kit 
Siang. Legitimate dissent, the essence 
of a democratic government, is stifled. 

Member countries of the UN should 
ask themselves whether under these cir- 
cumstances Malaysia ts worthy of a place 
on the Security Council. Otherwise, the 
UN Universal Declaration of Human 
Rights is not worth the paper it is written 
on. And the Malaysian Government 
should never again condemn South Af- 
rica for its inhuman policies or Israel for 
its ill-treatment of the Palestinians. 
Johor Baru ‘Old Malaysian’ 


Tunku Abdul Rahman's letter A 
dangerous road [REVIEW, 18 Aug.] is 
another clear attempt by the former 
prime minister to discredit the leader- 
ship of Datuk Seri Mahathir Mohamad. 
It smacks of someone writing out of ill- 
will and of someone.who has not come 
to accept that he is no longer running 
the country. 

The Tunku’s assertion that Mahathir 
is moving towards a totalitarian govern- 
ment is far from the truth. No political 
parties have been prevented by the gov- 
ernment from participating in elections. 
The recent Johor Baru by-election is 
clear proof of this. 

During the by-election campaign, 
opposition candidates resorted to all 
kinds of tactics and hurled wild allega- 
tions against the government. If Maha- 


Distinction 


Rarely awarded, always treasured. 












SS 


c, VERY OLD 
SCOTCH whit 


BLENDED a BOTTLED BY 


rais E Son. Lo ‘si d 


Meri i~ Dumbarton, A 


ODucT OF scot L AND 





Salimin 
17 Years Old 





AT SHANGHAI HILTON 
INTERNATIONAL, WE HAVE 
43 EXCITING STOREYS TO TELL. 


We are opening a new chapter in 
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have come to expect from a Hilton 
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For reservations call your travel 
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hotel or Hilton Reservation Service. 
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thir wanted to establish a totalitarian 
government, he would have put all 
these people, including the Tunku, be- 
hind bars. The reality is that democracy 
is alive and kicking in this country. If 
anything, there is too much democracy. 
Selangor Mohd. Ali Hashim 


I wish to congratulate the REVIEW for 
its excellent COVER STORY on Malaysia 

| Sept.]. For the first time, Malaysia 

as received fair and balanced coverage 
from the REVIEW. This is a surprise 
since the REVIEW has in the past been 
critical of this country and its lead- 
ers. Datuk Daim Zainuddin has oc- 
cupied centre stage in the REVIEW's 
critical comments on Malaysia. 

Some of the past reports on Malaysia 
were partial and lop sided, so much so 
that the REVIEW was perceived by the 
government as conducting a smear cam- 
paign against Malaysia. I am happy to 
note that the REVIEW has finally given 
credit to Malaysia where it is due. It is 
hoped that the REVIEW will continue to 
publish fair, balanced and impartial re- 
ports on Malaysia. 

Selangor Mohd. Hafiz Bin Mohd. Ali 


Nation of migrants 


As a new migrant to Australia from 
multi-racial Malaysia, following the de- 
bate on immigration, I feel compelled to 
explode the fallacy that social division in 
Malaysia is the result of multicul- 
turalism. The fallacy stems from the 
confusion of cause and effect. Every in- 
formed observer of Malaysian affairs 
knows that social division in multi-racial 
Malaysia is not caused by multicul- 
turalism but the consequence of irra- 
tional discrimination against the non- 
Malays. 

One reason given by the leader of the 
Australian Liberal Party, John Ho- 
ward, to justify the proposed reduction 
of Asian immigrants is to safeguard 
“social cohesion.” What is meant by so- 
cial cohesion has not been explained or 
clearly defined. Does Howard mean 
that social cohesion can only be 
safeguarded and maintained exclusively 
by migrants from Europe? What evi- 
dence is there that Asians have been a 
threat to the existing social cohesion in 
Australia? One should not forget that 
with the exception of the Aborigines, all 
Australians are migrants. There should 
be no discrimination by any one ethnic 
p against another based on 
number, 

Howard has also not given any indi- 
cation how his objectives of social 
cohesion based on the concept of One 
Australia are to be achieved. It is also 
a fallacy that people possessing the 
same skin colour will automatically 
achieve and maintain social cohesion 
under all circumstances. Do not the 
Roman Catholics and Protestants lock- 
ed up in violent strife for years in North- 
ern Ireland have the same colour skin 
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T’S A CELEBRATION OF LIFE. 


Italy, perhaps the most beautiful country 

in Europe. The towering Alps. Picturesque coastal villages. 
Unspoiled beaches. The Florentine hills. 

And the ancient ruins of Pompeii. 

The great cities. Imagine exploring Rome and Florence. 
Discovering the romance of Venice. The shopping in Milan. 
In fact, when you fly Alitalia, the Italian experience starts 
the moment you take off. In Alitalia's 

luxurious Top Class and Prima Business Class 

you'll enjoy attentive service, irresistable 





Italian cuisine and some of Italy's finest win: 
When it comes to convenience, Alitalia no 
and non-stop flights to Milan and Rome 
than ever. And from Rome, Alitali 
offers the quickest connections to the rest of Italy 
the major cities of Europe. Our special 
pass system takes all the hassle out of being 
you simply go straight to the departure lo 
So fly Alitalia to Italy. Ask your travel 
agent for more details. 
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Hong Keng 


THAILAND: 
FLABBUS CO. LTD 


SOUTH KOREA: 

HAEYOUNG COMMERCIAL CO. LTD 
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SEOUL 
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JEAN D'EVE NORTH AMERICA INC 
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NEW YORK 
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JEAN D'EVE WATCHES, 2301 La Chaux-de-Fonds | Swizeriand 
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and share the same European culture? 
It is irrational even to think and still 
less to believe that only ‘White’ Austra- 
lians can achieve and maintain social 
cohesion. Whether Australians of all 
hues like it or not, the island continent is 
located in the Asia-Pacific region. It is 
impossible to have it lifted and placed in 
the middle of the Atlantic Ocean. 
Currently, Australia enjoys the 
goodwill of its Asian neighbours. The 
Asian migrants owe complete loyalty to 
their country of adoption. To their child- 
ren and grand-children Australia is the 
motherland. It would be unwise to disil- 
lusion the loyal Asian migrants and to 
forfeit the goodwill of Australia's Asian 


neighbours by introducing, unnecessar- | 


ily, an irrational discriminating policy 
on immigration. 


Sydney Arthur Zhao 
The French connection 
If Aidan Foster-Carter [GUEST 


TRAVELLER'S TALES, | Sept.] visited 
South Korea more often, he would 
know that its Romanisation wars ended 
long ago. In January 1984, the Ministry 
of Education jettisoned its old system, 
with all its Jeonra-bugs, Dog-ribs and 
Miss Bags, and adopted the McCune- 
Reischauer system with only very minor 
modifications. Highway authorities 
promptly followed suit. 

As for the persistent "e" in Seoul, I 
am told it dates back many years to a 
French rendering of the city's name as 
Se-oul, a fair approximation of its Ko- 
rean pronunciation (Suh-ool) if one 
applies French vowel values. Could the 
French have somehow lost track of their 
own invention? 

Seoul Ken Kaliher 
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Zia’s victims 

Husain Haqqani’s article Power up for 
grabs [REVIEW, 1 Sept.] was a 
whitewash of Zia-ul Haq’s rule. He 
did not tell us how many political work- 
ers were flogged, imprisoned and killed 
during Zia years. Nor he mention the 
enthusiasm with which the late presi- 
dent emasculated the press and 
judiciary. 

It is absurd to say: “Several political 
analysts have now revised their previous 
judgment that Zia ruled only through 
the army and without any public back- 
ing." The referendum of December 
1984 left no room for such revision. Had 
Zia enjoyed public backing he would 
not have been afraid of elections. 

Haqqani exposed the intentions of 
Zia's supporters by suggesting they will 
make it difficult for his successors (who 
are likely to be democratically elected) 
to take over. They will cause the break- 
down of order which has traditionally 
preceded military takeovers. Is this how 
Haqqani wants the strangulation of 
democracy to take place? 


Islamabad Shakil Ahmad 





Meridien Hotels 


sweep the medals 

for outstanding 
hospitality 
worldwide. 


With more than 50 properties 
on 5 continents, Meridien 
Hotels are truly hospitality 

Olympians. And yet, despite 
strong growth, Le Meridien 
has never lost that personal 
touch which is the mark of 

greatness. 

Meridien Hotels offer 
exquisitely appointed 
accommodation, impeccable 
service, efficient business and 
meeting facilities, and 
sumptuous continental and 
local cuisine. 
Together with an ‘‘art de 
vivre" that makes a world of 
difference when you are 
travelling. 


MERIDIEN 


For reservations contact any Meridien Hotel, 
your travel agent, your Air France ticket office, 
or call ‘Meridien Reservations International’ at 

Hong Kong (852) 3 66 99 96; 
Singapore (65) 733 28 78 or Tokyo (813) 475 23 64 


PIONEERS IN CONTAINER TRANSPORT 
SINCE IT ALL BEGAN 


At times, container transport may appear 
menacingly mechanical. In port, giant ships 
and towering container cranes dominate the 
horizon, moved, it almost seems, by an unseen 
hand. 

Yet no matter how far containerization 
evolves, there will always be scope for the 
human touch. Such as for seasoned profes- 
sionals: people who know the sea and the 
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demands it can make on your cargo. 

That's our firm belief at ScanDutch. It 
why every one of our stowage advisers is ai 
experienced merchant seaman. And wh 
shippers throughout Europe and the Far Fast 
have been entrusting us with their cargo sinc« 


container ScanDutch 4? 


Ta nsport 
first began. IST CLASS CONTAINER TRANSPORT 


Regional Office, Hong Kong: ScanDutch Limited, Far East Management, Centre Point, 185 Gloucester Road, P. O Box 20231, Hong Kon 
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Tableau 1. Mondriaan, 1921, Museum Ludwig, Cologne. 
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as in art,a clear 
concept 
can make all the 
difference. 


The Dutch artist Mondriaan spent 
more than 20 years refining a style of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 
ing. As the Dutch economy and 
industry grew, so did Rabobank, be- 
coming the largest domestic bank. 
Today, with total assets of US $ 75 
billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 
around the globe, active in financing 
agribusiness, commodities and in 
every aspect of international bank- 
ing. And we still have our own clear, 
long-term view of client relation- 
ship, based on commitment, dedi- 


cation and trust. 
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| BURMESE PHOENIX 





assive street protests throughout Burma have hur- 

ried the ruling Burma Socialist Programme Party 
(BSPP) into a promise to hold multi-party elections within 
three months —.a large crack in the monolithic one-party 
system set up by Gen. Ne Win after his army coup in 1962. 
But, suspecting a scheme to divide and manipulate, lead- 
ers of the mass opposition prepared for another show- 
down, possibly even more bloody than that of early | 
August in which thousands may have died, to force the 
BSPP leadership to hand power to an interim govern- | 
ment. Correspondent Bertil Lintner examines the looming 


test | of the army’ $ loyalty to the regime, and profiles the opposition forces 


emerging after 26 years in limbo. 
Pago m Se 


Cover photographs by Associated Press. 
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4Japan lifts economic sanctions 
against North Korea as Eastern bloc 
countries vie for trade ties with Seoul 
while continuing to placate Pyong- 
yang. 


Page 23 

The Khmer Rouge fails to recapture 

its former positions in Cambodia 
along the Thai border. 


Page24 . 

The destruction of a political pri- 
soner's memoirs fuels concern over 
the military's role in Taiwan's politics. | 





TAMING CHELING 


Page 28 

Brunei's military forces confront for- | 
eign 'invaders' in war games with 
British and Gurkha forces. 


Page 35 

Pakistan's patronage-brokers are 
. confused by the split in the establish- 
ment party and are calling for the 
ousting of chief ministers and state 
governments ahead of the November 
elections. 


Page 40 

Reports that Philippine communist in- 
surgents are gaining the initiative 
have prompted the armed forces to 
consider a major change in tactics. 


Page 42 

China's arms industry struggles to 
find new markets now that peace in 
the Gulf has robbed it of two valued 
customers and international pressure 
ay curb its lucrative missile sales. 
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Page 60 

WHERE TO PUT YOUR MONEY looks at 
the chartists’ view of the future, 
emerging markets, Australia's smaller 
gold-mining stocks, Korean art and 
| Asia's mixed bag of bank counters. 


Page 70 

China may be about to scrap its ex- 
periment with price reform in the face 
of political opposition and an over- 
heated economy. 


Page 71 
Moves by Taiwan to open up its 
| booming financial markets are put in 
| jeopardy by an acute shortage of skill- 
| ed staff. 


Page 72 
Malaysia's central bank takes steps 
to shake up the insurance industry. 


Page 74 
Japanese companies, faced with a 


growing labour shortage, resort to | 


| strong-arm tactics to recruit new 
| graduates. 


| Page79 © 

Bangladesh needs billions of dollars 
to repair. flood-ravaged roads and 
buildings. While in China, floods and 
drought disrupt production. 


Page 80 | 

indonesia’s 55 domestic airlines are 
likely to benefit from government de- 
regulation which will allow them to 
buy foreign aircraft. 


Page 82 

Macau’s bid to strengthen business 
links with the Soviet Union and 
Taiwan appears to have won Peking’s 
blessing. | 


Page 84 

Australia loses more than US$482 mil- 
lion a year in agricultural output be- 
cause bad farming habits are destroy- 
ing the land. 
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'eceived multiple stab wounds 
after being attacked by knife- 
. wielding thugs outside his Port 
Moresby home on 10 Sep- 
tember. Tos Barnett's two re- 
ports so far have revealed gross 
. malpractice in the timber ex- 
= port industry and have impli- 
cated foreign businessmen, 
government officials and 
senior MPs.  — Bailey Ericson 


Asean diplomats overhaul 

UN Cambodian resolution 

Recent political and diplomatic 
| events have prompted the most 
| extensive overhaul of the UN's 
. annual Cambodia resolution 
since it was first introduced 
. more than a decade ago. The 
-heavily revised draft, to go be- 
- fore the general assembly later 
this year, will take account of 
=the recent Jakarta Informal 
«Meeting in Indonesia between 
parties to the conflict, and con- 
cerns over the possible post- 
war return to power of the 
Khmer Rouge. — Ted Morello 


Thailand gives amnesty 

to 1985 coup suspects 
Former Thai prime minister 
^Krangsak Chomanan and 
cashiered army colonel Man- 
. oon Rupkachorn are among 16 


with the September 1985 abor- 
tive coup who will be pardoned 
under an amnesty bill ap- 
proved by parliament on 8 Sep- 
tember. 

4 After the bill's passage, 
| Prime Minister — Chatichai 
+ Choonhavan promised to con- 
sider separate legislation for 
-the amnesty of other political 
= prisoners. 

. ~ Paisal Sricharatchanya 


Francis Seow’s fiancee 
oses immigration appeal 
Siah Mooi Guat, the fiancee of 
Singapore lawyer Francis 
Seow, an outspoken critic of 
the government, on 12 Sep- 
tember lost her court bid to 
quash an order expelling her 
from the country. Singapore 
High Court judge T. S. Sin- 
nathuray dismissed a challenge 
by Siah against a September 
1986 immigration decision to 
cancel her re-entry permit and 
employment pass. Siah, a 
Malaysian — businesswomen, 
moved to Singapore in 1973 
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suspects charged in connection 


| and was granted permanent re- 
sident status there in April 
| 1980. Sinnathuray said he was 
| satisfied the rules of natural 
| justice did not apply to foreign- 


dge heading an inquiry | ers under the country's immi- 
corruption in the Papua | gration laws and that the home 
Guinea forestry industry | affairs minister was not re- 


quired to provide reasons for 
his decision. Seow said Siah 
would appeal against the rul- 
— David Porter 
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| South Korea tenses 

| for Olympic opening 

| South Koreans prepared to cele- 
| brate the opening of the 24th 
| Olympic Games on 17 Sep- 
| tember still unsure whether to 
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| believe North Korea’s pro- 
| nouncements that it will not at- 
tempt to disrupt them. To 
| guard against sabotage, the 
| government has laid on more 
| than 100,000 security men. 

| Analysts have ruled out 
overt military action by the 
| North particularly with 
C 
p 


ean teams in Seoul. 
— John McBeth 
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| Australia rules out 

| Indonesian defence aid 
Australian Defence Minister 

| Kim Beazley ruled out any re- 

| sumption of defence aid to In- 

| donesia after recent talks with 

| Indonesian counterpart Gen. 
Benny Murdani in Jakarta. 

| Beazley said: "You don't come 

i 

| 

| 


| for talks with the most power- | 
ful country in Southeast Asia | 


| US-China agree on terms 


rom a country of 16 million 
| people to discuss with them 
/hether or not you should give 
aid." Murdani said relations 
| with Australia would continue 
| as before. 
A bilateral defence cooper- 
ation agreement between the 
| two countries was suspended in 
the wake of a row over an arti- 
cle critical of Indonesia in the 
Australian press two years ago. 
— Michael Vatikiotis 
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BUSINESS | 


Hongkong’s economy 
ahead of estimates 
Hongkong’s Financial Secret- 
ary Piers Jacobs forecast a 
slowdown for the territory's 
economy in his mid-term 
review on 13 September, but 


he upgraded his forecast of 


economic growth in 1988 from 
5% to 6%. (In 1987, growth 
was 13.576.) The forecast of 
domestic export growth re- 
mains at 676, but growth of re- 
exports was upgraded from 
12% to 35%, with total exports 
estimated to grow at 20%. Im- 
port growth estimates were 
raised from 9.5% to 20%, 
while the trade deficit is ex- 
pected to be HK$6 billion 
(US$770 million). This year’s 
inflation rate forecast was re- 
vised upwards from 7% to 
7.5%. — Christopher Marchand 


Thai garment firm 
to build in Laos 


A Thai garment company has 
become the first foreign firm to 
participate in a joint venture in 
Laos since the country promul- 
gated a new foreign-invest- 
ment law in July, the official 
Lao  newsagency reported. 
The unnamed company will 
provide 8576 of the estimated 
USSIO million for building a 
garment factory in Vientiane. 
— Murray Hiebert 


Australian group buys 

Taiwan beverage firms 

Australia’s Pratt Group has 
bought a controlling stake in 
three Taiwan food companies 
athay 
Trust Group, for an initial in- 
vestment of about US$30 mil- 
lion. This gives Pratt 62% con- 
trol of Oceanic Beverage, 80- 
85% of Cathay Beverage and 
90% of Hsu Sun Foods Corp. 
Pratt intends to invest another 
US$30 million in the three. 


which hold a large share of | 


Taiwan's beverages market. 
The companies were put into 
receivership three years ago. 

— Jonathan Moore 


for satellite launches 

China's prospects of entering 
the international satellite- 
launching market improved on 
9 September when the White 
House gave the go-ahead for 
China to launch three US-made 
communications satellites. 
Conditions attached to the ap- 
proval include Peking's formal 
agreement to safeguard the 









satellite technology and charge 
competitive launch prices. 

The US administration's de- 
cision must also be endorsed by 
the US Congress and Cocom, 
_ the 16-nation committee which 
| monitors technology transfers 
| to communist states. China has 
| an agreement to launch a US 
| satellite for the Hongkong- 
| based AsiaSat consortium in 
| 1989, and isa strong contender 
| to launch two for Australia in 

1991-92 (REVIEW, 15 Sept.). 
— Brian Jeffries 


Coca-Cola eyes the 
| Indian market again 
Coca-Cola has offered to set up 
a plant in Maharashtra or Uttar 
Pradesh, apparently in re- 
sponse to its rival Pepsi Cola’s 
proposal two years ago to set 
up an agro-processing cum 
| softdrink plant in Punjab. 
| Pepsi’s plan so far has been 
| stymied by cabinet-level oppo- 
| sition. Ten years ago, Coca- 
| Cola pulled out of India after 
| New Delhi demanded that it di- 
| 
| 
| 
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| 
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lute its equity in its local af- 
filiate to 40% and share its "se- 
cret formula" with its Indian 
| partners. This time Coca-Cola 
| is willing to share its equity and 
— Lincoln Kaye 


| Foreign brokers allowed 
| teunderwrite NTT sale 


i 

| Seven foreign brokerage 
| houses have been invited by 
| Japan’s Ministry of Finance to 
| join the primary underwriters 
| handling the third sale to the 
public of shares in Nippon 
Telephone and Telegraph 
Corp. (NTT), the Japanese 
telecommunications giant: In 
the first two sales, only Japan- 
ese underwriters were admit- 
ted. The NTT sale is expected 
to take place in October or 
November. The sale could raise 
NTT's share of the Tokyo stock- 
market's capitalisation at cur- 
rent prices from 2.2% to an es- 


its formula. 
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timated 3.2% . — Charles Smith 
Oil and gas prices 


| cut 6.8% in Taiwan 
| Taiwan announced on 6 Sep- 
| tember that the prices of oil 
| and natural gas would be cut an 
| average 6.8%. The cuts will 
| help forestall inflation and ab- 
sorb excess profits of China 
Petroleum Corp. (CPC). The 
| State-owned CPC is expected 
| to make NT$42 billion (US$1.46 
| billion) profit this year, NT$20 
| billion over budget. The price 
cut will reduce the wholesale- 
price index by 0.43% , which is 
| forecast to rise 2-3% in 1988. 
— Jonathan Moore 
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HASTY CONSULTATION 


Ina bid to reconcile their conflicting 
-positions on the timetable of 
Vietnamese withdrawal from 
Cambodia, the chairman of 
Vietnam's State Council, Vo Chi 
Cong, will soon visit Moscow. The 
last time a Vietnamese head of state 
visited the Soviet Union was in 1982, 
-a visit sparked by Vietnamese 
-concern about a surprise Moscow 
offer of talks with the Chinese. 


-IMPROVED ATMOSPHERE 
Eager to press home its advantage in 
the improved atmosphere in Sino- 
American relations in the wake of this 
month's visit by US Defence 
-Secretary Frank Carlucci, China has 
decided to send its People's 
Liberation Army chief of general 
staff, Chi Hao Tian, to the US later 
this month. China, which has — in the 
person of Deng Xiaoping — publicly 
wished for a Republican victory, also 
plans to send Defence Minister Qin 
Jiwei to the US after the November 
presidential election. 


LONG-TERM OUTLOOK 


"The World Bank hopes within about 
six months to make an issue of 
medium- and long-term bonds in the 

~ Hongkong domestic capital market 
which would run beyond the term of 
its life as a colony. The bank, which 

funds its own lending from capital 
markets all around the world, is keen 
to diversify further its mix of 
borrowing currencies to include those 
such as the Hongkong dollar and 
perhaps eventually even the New 

Taiwan dollar. The Hongkong bonds 

^would probably have a maturity 


[THE WEEK 


BURMA 

About 1 million people, including top 
government officials and intelligence agents, 
marched 


democracy as Japan, the Soviet Union, 


running beyond the handover of 
sovereignty to China in 1997 and thus 
the World Bank may seek approval 
for the issue from Peking and London 


| as well as Hongkong. 


through Rangoon demanding | 


China and Malaysia began evacuating em- | 


bassy dependants and aid experts (8 Sept. ). 
The parliament unanimously voted to end 26 
years of exclusive rule by the Burma Socialist 
Programme Party and hold multiparty elec- 
tions (7/7 Sept.). 


INDIA 

- Hundreds of policemen searched villages 
in Punjab for 10 Sikh extremists who raided a 
train and killed more than 10 people and 
wounded 13 others, police said (8 Sepr.). Po- 
- lice shot dead the leader of the gang blamed 
‘for the massacre, it was reported (9 Sept.). 
-Lawyers went on strike in at least three cities 
“to demand the withdrawal of a government 
Il. which has been described as an attempt 





WON APPRECIATION 


South Korean officials are weighing a 
more rapid revaluation of the won to 
try to cut the country's surging 
current account surplus, now running 
at US$1 billion a month. Advocates 

| of more rapid appreciation argue that 
the management of the surplus 
threatens the whole economy 
because of its inflationary 
consequences. Advocates of slower 
appreciation, who are still a majority, 
worry about the effect of more rapid 
appreciation on exporters. 
Meanwhile, policymakers are trying 
to put an end to the widely held belief 
that buying imports is unpatriotic. 


CABINET CORRUPTION 


Former Thai 
prime minister 
Prem 
Tinsulanond had 
seriously 
contemplated 
legal action 
against several 
corrupt senior 
government 
officials. At least 
three cabinet 
ministers in the Prem administration 
were quietly investigated and would 
have been E if Prem had 
stayed in office longer. It is 
understood the dossiers on the three 
have not been forwarded to the new 
Chatichai Choonhavan leadership — 


to gag the country' s independent media (72 
Sept.). 


PAKISTAN 

The air force shot down an Afghan air- 
craft which crossed into Pakistani airspace, 
it was reported (7 Sept.). Former prime 
minister Mohammad Khan Junejo kicked 
off his election campaign at a rally (72 
Sept. ). 


SINGAPORE 

The opposition Workers' Party accepted 
two seats in parliament offered by the ruling 
party and appointed Francis Seow and 
former leftwing leader Lee Siew Choh to 
take the seats (/7 Sept.). Lee Kuan Yew was 
sworn in as prime minister for the eighth 
time along with a 13-member cabinet includ- 
ing his designated successor First Deputy 
Premier and Defence Minister Goh Chok 
Tong (73 Sepr.). 
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| Lee Kuan Yew has urged Thailand's 
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hence no follow-up action is 
expected. 


BLOCKADE BREAKERS 
Although Singapore Prime Minister 


new prime minister, Chatichai 
Choonhavan, not to break the 
economic isolation of Cambodia and 
Vietnam, it is a Singaporean compa 
which has agreed to invest US$2 
million to help the Hanoi-backed — 
Phnom Penh governmentin. | 
Cambodia complete a fz otel an 

casino project, the Cam 
which was abandoned in - 
Despite the economic blockade 
imposed on Cambodia by most of th 
capitalist world since Vietnam —— d 
invaded nearly a decade ago. 
increasing numbers of businessn 
from Singapore, Hongkong 
and Japan have quietly visitet Phno 
Penh in recent months to. explore - = 
business opportunities. The = < 
Cambodian Government is reported | 
to have begun drafting an investment : 
code to attract foreign companies t to. 
help rebuild the economy. 


FIXING A HOLE 


A big black hole in the ternational 
reserve and balance of payments — 
statistics will disappear soon asa) c» 
result of the IMF's successful battle to cT 
secure China's permission to include — 
Taiwan in its regular statistics. The 2 
size of Taiwan’s current account E 
surplusandforeign-exchangereserves | - 
nowadays is such as to create a major |. 
anomaly by virtue of their absence 
from IMF figures. In deference to 
Peking, Taiwan will be included as 
“Taiwan, province of C bao 
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Hundreds of student radicals huring - 
petrol bombs and stones battled police 
Seoul after a rally against the Olym; 
Games (8 Sept}. The government ex. 
changed documents with Hur ary that 
agreed to set up Mignon seep missions: n eae } 
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SRI LANKA 

Strikes to mark the funeral of a buma 
rights lawyer who died in police 
spread to Colombo's commercial ce 
lawyers throughout the country also 
strike (7 Sept. ). Tamil gueri as bu 
civilians. as Vua nee 








vinces to clear the way for regic 
(1 Sepr.). Tamil guerillas Ww 
Jeep in the east killing eight. policer 
was reported (/3 Sept. ). 
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By Bertil Lintner in Bangkok 


7 „| After weeks of anti- 
|| government protests, 
the ruling Burma 
Socialist Programme 
Party (BSPP) ap- 
peared to have made 

"Loa WA a major concession to 
Msie demonstrators. In a 
radio speech to the nation on 10 Sep- 
tember, BSPP chairman and state Pre- 
sident Maung Maung announced that 
an extraordinary party congress had 
passed a resolution to hold multiparty 
general elections without first conduct- 
ing a referendum on the issue, as he had 
previously proposed. 

The following day, Burma's parlia- 
ment endorsed the proposal and de- 
clared that free elections, under the 
supervision of a specially appointed 
five-member commission, would be 
held within three months. 

i Opposition leaders immediately re- 
jected the concession, saying they 
^| would not participate in such elections. 
|] They vowed to continue their demon- 
: strations. "We can never accept elec- 
tions organised by this regime and held 
within the framework of just an 
amended version of the present con- 
||. stitution,” an opposition figure told the 
| REVIEW. He added: "The BSPP regime 
, must resign first and give way to a popu- 
| lar, interim government which can or- 
<- ganise free elections,” 
. Another objection to the BSPP pro- 
= posal was that with elections being held 
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so soon, the opposition would have no 
ume to organise political parties. In ad- 
dition, oppositionists argued that the 


proposed election commission, though | 
composed of respected, independent | 


personalities, would not be able to en- 
sure the fairness of any election — espe- 
cially in the countryside. 

Also, large parts of Burma, in par- 
ticular Kachin and Shan states, are con- 


trolled by rebel ethnic minority groups | 


seeking autonomy within a Burmese 
federation. Some accord with these 
groups would have to be reached before 
nationwide elections could be held. 


Within a day of Maung Maung's an- | 
an estimated 350,000 | 
demonstrators returned to the streets of | 
Rangoon, demanding the presidents | 


nouncement, 


immediate resignation and the forma- 


tion of an interim government accept- | 
able to the public. The opposition sus- | 


pected that the BSPP government's pro- 


posal was little more than a ploy to gain | 
time and rebuild its rapidly declining | 


reputation. abroad. There were also 
charges that the government hoped to 
split the opposition over the election 
issue into “hardliners” and "moder- 
ates." 

Maung Maung’s 
seemed linked to an unexpected move 
by elder statesman and former prime 
minister U Nu who, on 8 September, 
said he had set up an interim govern- 
ment and who called for a general elec- 
tion to be held on 9 October. Although 


he present movement for democracy 

in Burma is frequently compared 
with the “people’s power” uprising in 
the Philippines which toppled president 
Ferdinand Marcos in February 1986. 
Both, after all, were broad-based upris- 
ings against unpopular rulers where the 
people themselves played the most im- 
portant role. | 

There are, however, many differ- 
ences. In the Philippines, there was a 
high degree of foreign press freedom 
and the opposition operated relatively 
openly. In Burma, however, the foreign 
press is officially not allowed into the 
country to cover the present events. 
More important, there was no recognis- 
able opposition. 


announcement | 





Renewed confrontation as opposition rejects election offer 


Backdown or bloodbath 
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Coming out of limbo the 
opposition finds its voices 


| 


the move was severely criticised by 
other opposition leaders, who said U 
Nu had not consulted them prior to his 
announcement, it may have prompted 
the ruling party to act sooner than ex- 
pected. The extraordinary BSPP con- 
gress, originally scheduled for 12 Sep- 
tember, was held three days earlier than 
planned and, in the event, Maung 
Maung apparently felt it necessary to 
abandon his earlier demand for a re- 
ferendum on multiparty elections. 

U Nu's announcement also triggered - 
a shift in loyalty — away from the gov- 
ernment to the opposition — among 
some elements of the military. Hun- 
dreds of air force men from Mingaladon 
Maintenance Air Base joined the street 
demonstrations along with some navy 
personnel, a small number of infantry 
soldiers and workers from the defence 
industry. For the first time, there were 
confirmed incidents of desertions. 

The official reaction to the deser- 
tions and the continued demands for 
Maung Maung and his BSPP to resign 
was renewed threats. Arguing that “law 
and order are necessities if we are to 
hold free elections," Maung Maung ina 
second speech on 11 September said the 
public had to vacate government build- 
ings they had previously occupied. 

"It will be necessary for the councils, 
public service personnel and police to 
bring back into motion the public ad- 
ministrative machinery which has been 
stalled and is in ruins,” he said. “The au- 





When the movement for democracy 
in Burma first began in March. It was 
a genuinely spontaneous, leaderless 
manifestation of 26 years of pent-up 
frustrations which suddenly exploded 
with a vehemence that took most obser- 
vers by surprise. 

By June, the opposition had built an 
efficient underground infrastructure 
but it was not until the massive 8 August 
uprising and the subsequent mass kill- 
ings of unarmed demonstrators in Ran- 
goon and elsewhere that identifiable 
leaders emerged. But even then, they 
became leaders not because of their 
mass following, but because they 
thought that the crisis needed political 
guidance and a sense of direction. 
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< thorities concerned have already issued 
> instructions for the nearest defence- 
- forces units to render assistance as 
» well. . 
_ The president's move added weight 
2 to the charge that the government's gen- 
- eral-election proposal was designed to 
. gain time to shore up its power, largely 
*- lost at the local level after an 8-12 Au- 


—— ad 


. gust uprising when citizens' groups took | 


= over civil administration in most parts of 
2. the country. 
— - [narelated development, army units 
. in Rangoon began hauling away food 
. and other daily necessities from the city. 
«. As a result, prices have skyrocketed, 
. and Rangoon sources said an acute food 
— crisis would occur in the capital within a 
. few days. "They are trying to starve us 
> out,” one said. The government's carrot- 
xt and- stick approach towards the opposi- 
. tion was reflected in Maung Maung's 11 
ü September speech. "Run . . . those of 
"you who resort to force and those of you 
possessed by the devil, while there is 
- still tme," he warned. 


Q: 12 September, army chief of staff 

Gen. Saw Maung issued a similar 
threat to demonstrators and, in the 
countryside where the government is 
facing smaller numbers of protesters 
-than in the capital, an army counter-of- 
fensive has already begun. Administra- 
tive centres set up by local opposition 
groups were attacked recently by the 
army and police in the area between 
Moulmein and Ye in Mon State. Several 
opposition leaders there have been kill- 
ed. Unusual movements of government 
troops have also been reported from the 
border towns of Tachilek and Myawadi, 
near Thailand. 

Fears have been expressed that the 
army is gearing up for a major show- 
down, possibly a bloodbath. In prepara- 
tion for such a confrontation, op- 

position leaders for the first time appear 








Almost simultaneously, — several 
r prominent Burmese figures began mak- 
ing public speeches and attending mass 
-. rallies where they offered differing solu- 
- tions to the country’s predicament. 
| Today, Burma's democratic move- 
ment has five main leaders. Although 
they are united in their opposition 
against the present regime, they repre- 
sent different traditions and trends in 
Burmese societ 
» Aung San Su Kyi, 43, appears to 
be the most popular, partly because of 


her famous father, the independence 


hero Aung San. Her husband, Michael 
Aris, is a renowned British Tibetolo- 
gist at Oxford University. The stu- 


dents especially like her, though she 
is married to a foreigner and has spent 
many years abroad. She is the type of 
. leader they have always wanted: bright, 

. well-educated and untainted by connec- 
_ tions with any of the previous regimes or 
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to be coordinating their activities. 
On 12 September, three of Burma's 
most prominent opposition figures — 
Aung San Suu Kyi, Tin U and Aung Gyi 
— signed a joint letter to Maung Maung 
demanding the formation of an interim 
government. Student demonstrators, 
who spearheaded the pro-democracy 
movemeni, are consolidating their va- 
rious organisations. Several of their 
leaders are maintaining lower profiles 
than before as anti-government demon- 
strations become more militant. 

“The slogan now is ‘give us demo- 
| cracy now or we'll fight," a Burmese 
source said, suggesting that many young 
people in Burma are prepared to use 
violence to overthrow the government if 
it does not resign voluntarily. 

Meanwhile, foreign governments 
are beginning to react to the deteriorat- 
ing situation in Burma. West Germany, 
which has been a major aid donor to 
Burma, suspended all assistance on 31 


Partly. because of her popularity, 
jealous rivals have accused her of being 
“a tool of British imperialism,” or have 
claimed that she is being influenced by 


“communist advisers.” 
seem unlikely. 

> Tin U, 61, is a former general who 
served as chief of staff and defence 
minister until he was dismissed by Ne 
Win on 6 March 1976. Later in the same 
year, he was implicated in an abortive 
coup attempt and spent four years in 
jail. Following his release in a 1980 am- 
nesty, he earned a degree in law and pri- 
vately picked up his interest in politics. 

He is now known as a fiery and articu- 
late orator and is possibly the second 
most popular opposition leader after 
Aung San Suu Kyi. 

“Tin U's following mainly comprises 
young people and army veterans 
throughout the country. He belongs to a 
younger generation of post-indepen- 
dence army officers and has a brilliant 


Both charges 


—— 





August on the grounds that basic buman: 
rights were being violated by the BSPP- 
regime. West Germany has been giving, 
Burma about Dm 65 million (US$35.14 


million) annually, which was split up 
into Dm 15 million in technical grants 
and the remaining Dm 50 million for 
capital-goods imports. 


Although Japan has not yet made a. 


formal decision, it has suspended aid to 
Rangoon ' ‘until Burma attains liberty 
and democracy. " Official assistance from 
carve has ranged between ¥40-50 bil- 
lion (US$300-375 million) annually in re- 
cent years. This year Japan's only eco 
nomic aid to the country was a debt- relief 
loan of €3.6 billion. In the US Senate, 
Sen. Daniel Moynihan said in a 9 Septem- 
ber statement that the US should sus- 
end aid "until a democratic government 
is restored in Burma and at such time, we 


should commit ourselves to provide |^ 
much greater assistance to these valiant d 


people and their beautiful land.” 





fighting record, stemming from his role 


in the military campaigns of the 19 
against remnants of the Chine 
nationalist Kuomintang army which h 
fled to Burma's Shan state follow: 
their defeat by the communists in Chim 
in 1949, 

some students are suspicious of | 
because of his military back 
while other Burmese argue that | 
army contacts are crucial for the succes 
of the current popular uprising. 


» Aung Gyi, 70, hails from a Sing- 


Burmese family in Paungde, south 9 
Prome. He belongs to a Slightly o 
generation of World War H vete 
who later entered politics. 
these army officers had leftist le 
Ideologically, however, he 
bably more of a social d 
of the West European mo 
a radical Marxist (REVIE 


Pus 


y). | 
Aung Gyl to a large 









spearheaded the present movement for 
democracy by writing and widely dis- 
tributing a number of open letters to Ne 
Win — for which he was imprisoned on 
.30 July. Following his release on 25 Au- 
gust, he has attended mass rallies, but 
he surprised his audience when he ex- 
pressed his confidence in the ruling 
| Burma Socialist Programme Party 
. (BSPP) leader Maung Maung as well as 
the army, only a little more than a week 
after the massacre in Rangoon. Even 
. S0, his participation in, or support for, 
.an interim government is seen as vital 
Tor the stabilitv of any future adminis- 
tration. 

» U Nu, 81, is one of Burma's most 
prominent political veterans. He served 
¿as prime minister throughout most of 
the country’s post-independence demo- 
»..cratic period from 1948 until Ne Win’s 
takeover in 1962 after which he spent 
‘Some time in prison. In 1969, he left the 
country and spent the next 11 years in 
exile, returning to Burma under the 
1980 amnesty. After that, he devoted 
his life to translating Buddhist scrip- 
< tures, but re-emerged as a political 
- leader in the wake of the August upris- 
‘ing. 













































am | Given the speed with 
em | which the old power 
|structure of the ruling 
| Burma Socialist Pro- 

Party 
: has crum- 
WELL ee bled, it is surprising 
Recents that the regime is still 
. in power, even if it is rapidly becoming 
. an empty shell. 

Today, the BSPP government com- 
_ prises powerless ministers, who do not 
. even occupy their offices, backed by the 
= state-run Burma Broadcasting Service 
(BBS), the only medium still loyal to the 
old order, and the bulk of the armed 
forces. Just about everybody else takes 
to the streets daily to demonstrate 
against what is left of the government. 
Even so, the BSPP still forms the official 
government and enjoys international 

ecognition. | 

. The reason for this paradoxical situa- 
tion is simple: as long as at least a major 
. part of the armed forces continues to 
protect the ministers and occupy the 
premises of the BBS — and, at gun- 
point, force its announcers to broadcast 
the BSPP's view — the party leadership 
can still claim that it is the legitimate 
government of Burma. 

The continuing loyalty of the 
180,000-strong armed forces has sur- 
prised many foreign observers. A small, 
top stratum of high-ranking officers 
" loyal to the regime exerts control 
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He is popular | : 
with older Burmese ji 
but the younger 
generation is less 
enthusiastic about 
the prospect of one 
of the old politi- 
cians returning to 
power. His inde- 
pendent — and ig- 
nored declara- 
tion of a provisional 
government on 8 
September also has 
damaged his repu- 
tation. 

» Min Ko Naing, 


26, represents a 
completely new e 
phenomenon in |U Nu: ignored. 


Burmese politics: a 
young, dynamic leader. Before the first 
wave of anti-government protests in 
March, he was an ordinary zoology stu- 
dent in Rangoon. But when he observed 
at close hand the brutal suppression of 
the March riots, his anger with the 
BSPP regime grew. Before long, he be- 
came one of the most important leaders 
of the student underground that began 


Purges and spies make army 
Ne Win's hardest asset 


through a mixture of special privileges 
and punishments, a Burmese tradition 
of loyalty to authority and an intricate 
network of informers at every level. A 
system of frequent transfers of local 
commanders has also prevented fac- 
tionalism from emerging within the 
ranks. 

Even if Maung Maung is officially 
the country's president and Tun Tin the 
prime minister, they are seen as little 
more than figureheads for a coterie of 
hardline military leaders, without 
whose consent the government can take 


no political initiatives. 
O: the top of this narrow command 
structure remains the old 
strongman Ne Win, who retired as 
BSPP chairman on 25 July. Few Bur- 
mese doubt that he still is pulling the 
strings from behind the scenes, together 
with his favourite daughter, Sanda Win, 
an army major who resembles her father 
in appearance, speech and manners. 

Ne Win’s right-hand man is Sein 
Lwin, who officially succeeded the old 
strongman in July and resigned on 12 
August after the massacre of anti-gov- 
ernment protesters in Rangoon. When 
Sein Lwin’s iron-fist approach failed, 
the ostensibly more acceptable Maung 
Maung, a civilian, was pushed into the 
limelight. But that move also appears to 
have backfired, with the vast majority of 
Burmese well aware of where real 
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‘taking shape in 
May. 
Today, he has 
become almost a 
national hero and 
many observers 
predict that he will 
play a leading role 
in future Burmese 
politics. Min Ko 
Naing and his fel- 
| low students appear 
|| to find it easier to 
cooperate with 
Aung San Suu Kyi, 
who also represents 
a new generation of 
leaders in Burma, 
than with any of the 
other opposition 
M rU figures. 
The process of bringing all five dissi- 
dent leaders under one umbrella has 
just begun. Given their diverse political 
and personal backgrounds as well as 
power bases, this may not be an easy 
task. Nevertheless, observers see unity 
among them as crucial for the success of 
Burma's democratic revolution. 
— Bertil Lintner 


power resides. Few Burmese believe 
either Ne Win or Sein Lwin has de- 
parted from the scene. 

Next in the pecking order is armed 
forces chief of staff and Defence Minis- 
ter Gen. Saw Maung. He lacks the intel- 
lectual gifts of most of his predecessors 
in that post and, therefore, is seen as 
easily manipulated by the two top lead- 
ers. However, the orders which Saw 
Maung receives from above are usually 
executed by his deputy, Lieut-Gen. 
Than Shwe, a ruthless field commander 
who is more feared than respected by 
his subordinates. 

Sein Lwin, Saw Maung and Than 
Shwe represent the class of military offi- 
cers which has remained immensely 
loyal to Ne Win. Thousands of more 
professional former army officers were 
purged from the services and remain on 
the outer, many now rallving behind op- 
position leaders Aung Gyi or Tin U. In 
the field, commanders of the army's 
nine military regions, who are all 
brigadier-generals, have close personal 
and financial ties with the top army- 
cum-party leadership and remain loyal 
to the present regime. 

The only way in which this last, pow- 
erful bastion of BSPP support can be 
overcome is if it crumbles from within, 
not if any of the top commanders defect. 

That process has now begun with de- 
sertions of privates, and non-commis- 
sioned officers. A rapidly shrinking 
power base within the army might con- 
vince the top four military leaders that 
the only way out for them is to leave the 
country. Nothing short of that seems 
likely to topple the regime and usher in 
a new era. — Bertil Lintner 
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‘NORTH KOREA 


Lip service to the Great Leader 


Pyongyang’s allies are building ties with South Korea 


By Darryl Gibson in Tokyo 


J apan has lifted economic and politi- 
cal sanctions imposed on North 
Korea in January in retaliation for its al- 
leged involvement in the bombing of a 
Korean Air jetliner over the Andaman 
Sea last November in which 115 people 
died. Tokyo cited "a relaxation of ten- 
sions" on the Korean Peninsula among 
the reasons for the move, though it has 
also been linked to a possible deal to 
secure the release of two Japanese 
seamen held in North Korea for five 
years. 

Tokyo's move, announced on 13 
September, offers the inducement of 
trade to North Korean President Kim Il 
Sung, who has had to face the fact that 
all of his major communist allies except 
Cuba ignored Pyongyang’s boycott of 
the Olympic Games to be held in Seoul 
from 17 September, and some of them 








Seoul has already been discounted in 
Pyongyang and will be unlikely to ad- 
versely affect the leadership there. But 
the burgeoning, if informal, relation- 
ships between traditional North Korean 
allies and South Korea could put pres- 
sure on Pyongyang to become more 
flexible. 

South Korea has expressed “respect” 
for the Japanese decision to drop sanc- 
tions against the North. Tokyo sources 
suggest the Japanese move may be only 
the beginning of alarger Western effort, 
with help from China andeven the Soviet 
Union, aimed at prying Pyongyang away 
from itsisolationist, renegade stance and 
into more normal relations with the non- 
communist world. 

It is suspected the Japanese must 
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have obtained a “quid pro quo.” most 
likely the early release of the two de- 
tained Japanese sailors, in return for the 
decision to lift the sanctions against thi 
North, but some speculate the overture 
may be more far-reaching than that. 
At a meeting on 13 September with 
Japan Socialist Party secretary- general 
Tsuruo Yamaguchi, just returned from 
the celebrations in Pyongvang, Japan- 
ese Prime Minister Noboru Takeshita 
said he would make efforts to improve 
relations with North Korea. Those € 
forts will probably include accepting a 
North Korean official delegation in 
Tokyo to discuss the detained seamen. 
Yamaguchi, who has been credited: 
partially with handling the negotiations 
leading to the lifting of sanctions, 
quoted Kim as having said that North 
Korea was ready to improve relations. 
with non-communist countries im ecos 
nomic, technical and cultural fields even 
if they lacked formal diplomatic ties 
with his country — perhaps a sign that. | 
not all recent discussions with allies in | 
Pyongyang have been completely con n 
gratulatory. 


Soe? 








are openly pursuing economic links with | — a. 


South Korea. 
Kim, 76, had basked in a show of 





adulation from hundreds of thousands | gm 


of people attending parades in Pyong- | D. 


JANE On 9 September celebrating the =  -— at ul 


40th anniversary of the Democratic 
People's Republic of Korea, which Kim 
has ruled from its establishment. North 
Korean news reports said foreign guests 
represented governments and sym- 
athisers from 130 countries. However, 


not attend as d: and was replaced 
as the Soviet delegation leader by KGB 


chief Viktor Chebrikov while China's p. 8 
chief representative was President Yang | 
Shangkun, who plays a largely symbolic | 


role in Peking’s power structure. 


The growing trend by Eastern bloc : 


members to increase economic ties was 
shown by Seoul's announcement, on the 
eve of the Olympics, that an agreement 
had been reached with Hungary to ex- 
change permanent missions to pursue 
trade and cultural and scientific links. 
While short of establishing full diploma- 
tic relations, the decision can hardly 
have pleased the North. 

At a seminar in Seoul, Mikhail 
Titarenko, director of the Far East Insti- 
tute of the Soviet Academy of Sciences, 
urged South Korean business to partici- 

ate in economic development projects 
in the Soviet Far East. Korean Air, the 
South's national carrier, gained permis- 
. sion for overflights of China and the 
<- Soviet Union during the Olympic period. 
. In late August, a trade mission from 
China's Shandong province visited Seoul 
. amid signs of rapidly growing China- 
- South Korean trade (REVIEW, Í5Sept.). 


North Korea watchers in Tokyo ; 


i suggest the expected Olympic success in 
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ael Vatikiotis i in Jakarta 


Jakarta unperturbed by failure toc gain NAM leadership 









oviet President Andrei Gromyko did |. - Nice has not | 


; ath may have come : asa relief. 


J ndonesia's failure to secure the chairmanship of the non-aligned mov 
ment (NAM) during a recent meeting of the grouping’s foreign ministers n 
een treated as a defeat or disappoin uenti in Jakarta and, to 












_ While Indonesia’s Foreign Ministry had clearly made strenuous eti rt: 
cure the leadership of the movement in the past few weeks, at home th 
| fions o of being awarded 
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INDONESIA 


Mission completed 


Removal of security powers may lower army's political profile 


By Michael Vatikiotis in Jakarta 


I: what seems to be one of the most 
sweeping changes to the structure of 
the New Order government in In- 
donesia since it was established 22 years 
ago, President Suharto has removed the 
armed forces' most pervasive and visi- 
ble security role by abolishing Kopkam- 
tib, the Operational Command for the 
Restoration of Security and Order. It 
has been replaced by a new organisa- 
tion, the Coordinating Body for Assist- 
ing the Maintenance of National Stabil- 
ity, or Bakorstanas, which — while 
headed by the armed forces commander 
— will involve cabinet ministers and 
government departments and report di- 
rectly to the president. 

The move, promulgated by presi- 
dential decree on 5 September, is cer- 
tain to influence the current political 
situation. But as with so many aspects of 
political change in Indonesia, expecta- 
tions of tangible cause and effect run the 
risk of underestimating the importance 
of the symbolic nature of change. In 
the case of Kopkamtib, the changes 
wrought by its demise may be more ap- 
parent than real, though they undoubt- 
edly have a bearing on two major issues: 
the role of the armed forces ( Abri) and 
the balance of power between the mili- 
tary and the bureaucracy at the cen- 
tre. 

Under the new legislation, Abri is no 
longer exclusively charged with the au- 
thority to maintain order in society — a 
role that many regarded as extra-con- 
stitutional. 

Kopkamtib was created in October 
1965, in the wake of the abortive 
communist coup that heralded the late 
president Sukarno's downfall. Its first 
commander was then major-general 
Suharto. Initially Kopkamtib was 
charged with restoring order after the 
coup. But later, in 1969, its mission was 
expanded to include “other extreme 
and subversive activities” and to secure 
“the authority and integrity of the gov- 
ernment and its apparati." In 1973, the 
legality of Kopkamtib, hitherto based 
on a presidential decision, was rein- 
forced by a decision of the People's 
Consultative Congress (MPR). 

As long as Kopkamtib was in exist- 
ence, the acceptable parameters of Abri 
intervention in society were, in theory, 
undefined. At all levels in the command 
structure the use of "special powers" 
‘shales Abri with leverage under the 

opkamtib umbrella. For most Indone- 
sians, Kopkamtib is associated more re- 
cently with a campaign of “mysterious 
killings” that wiped out organised crime 
in the major cities in 1983-84 and the ar- 
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rest of suspected Muslim extremists and 
alleged communist sympathisers. 

Not surprisingly, initial reaction to 
the abolition of Kopkamtib has been 
along the lines that it represents a move 
towards a more open society. "There is 
a sense of relief," said an Indonesian po- 
litical observer. "It seems to pave the 
way for the pre-eminence of civil law." 

Announcing the formation of the 
new agency, State Secretary Murdiono 
said that the tasks of Kopkamtib were 
"finished." The tasks and functions of 
Bakorstanas lay stress on monitoring 
the security situation and giving the pre- 
sident "guidance" on how to maintain 
stability. 

But his statement leaves unanswered 
the questions of 
whether the involve- 
ment of non-military 
government agencies 
will allow more scope 
for argument over 
what poses a security 
threat; the fate of 
Abri's "special" pow- 
ers, and the future in- 
ternal security role of 
the military's own in- 
telligence organisa- 
tion, Bais. 

One view is that 
Abri will perceive 
the new agency as a 
dilution of their dual 
political/military 
function in the state, 
and that the change 
has removed any 
legal basis for tak- 
ing olitical ac- 
tion independently 
of the government. 
However, it was never clear just how 
much independence from the execu- 
tive Kopkamtib powers conferred on 
Abri. Certainly after the January 1974 
Malari Affair — in which Gen. Sumitro 
as Kopkamtib commander was per- 
ceived as acting too independently to 
appease student unrest — the president 
moved to take firm control of the 
agency. 


[yes Minister Benny Murdani, 
who retained his role as head of 
Kopkamtib after resigning in February 
as Abri commander, had hinted of 
changes as early as March. But the fact 
that his successor, Gen. Try Sutrisno, 
had spoken of the need to avoid a 
“power vacuum,” suggests that the 
armed forces were not fully prepared 
for the timing of the Bakorstanas an- 
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nouncement. However, the role of the 
military in the new security agency is un- 
likely to be diminished in reality. Sut- 
risno, as the designated head of 
Bakorstanas, is empowered by Article 6 
of the new legislation to harness all units 
of the armed forces to the new agency. 

It is difficult to escape the view, how- 
ever, that the timing and the cir- 
cumstances of the change may also be 
linked to the changing composition of 
the core group of people around the 
president. Attention has focused once 
again on Murdani. Following the re- 
election of Suharto in March, the presi- 
dent was known to be unhappy about 
the opposition to his choice of vice-pre- 
sident, a disagreement about which 
Murdani made little secret. 

Murdani's replacement by Sutrisno 
as head of the security agency has been 
judged as a further diminution of his 
power. He did not have prior knowledge 
of when the change would take place, tell- 
ing the REVIEW that he was "out of Java" 
at the time and “had not read the new 
legislation." Summing up the situation, 
one experienced ob- 
server suggested that 
in one stroke, Suhar- 
to "has taken power 
away from one indi- 
vidual and not given it 
to anyone else.” 

Arguably, the 
generals now closest 
to the president — 
Sutrisno, and Rudini 
as interior minister 
— are those least 
likely to be perceived 
as having an indepen- 
dent power base. But 
it is a little early to 
write off Murdani 
completely. He re- 
mains in a key posi- 
tion as defence minis- 
?| ter, and his links with 
| both Sutrisno and 
commander and the 
army chief of staff, 
Gen. Edy Sudrajat, 
are strong, as are his ties to other senior 
staff officers in the high command. “He 
[Murdani] may have had too much 
power before,” said one former gen- 
eral. “But as long as the unity of Abri is 
preserved there will be no problem.” 

In the final analysis, Suharto appears 
to have moved decisively, as in the past, 
towards the prevention of any one of his 
closest aides gaining pre-eminence. At 
the same time he may also have earned 
himself a number of dividends; the 
armed forces have been given a lower 
profile and the impression of enhanced 
harmony in the state implied. These are 
the symbolic aspects of the 5 September 
decree, The reality is that if internal sec- 
urity is ever threatened in Indonesia, 
the armed forces will almost certainly be 
on hand as the guardians of the state to 
eliminate the threat. oO 
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Competition 


is the incentive to do better. 





It is common for banks to handle foreign 
exchange. But a bank that deals on a world- 
wide scale 24 hours a day, with the reputation 
as a leading market maker, is still a rarity. 


UBS —- committed to excellence. 


UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore 4: Uni Bank 
and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital TE nion n 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., CC of Switzerland 


Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; 
UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH- 8021 Zurich. 





“IBM has contributed to the quality 


of our workforce.” 


Paul Ross General Manager, Philippine Plaza Hotel, Manila, Philippines 
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The moment you check in at the Westin 


Philippine Plaza Hotel the bell boys know 


which newspaper to put under your door. 
In the morning, the waitress at the coffee 
shop can post your breakfast charges 
directly to your hotel bill, eliminating 
delays at check-out time. The room boy 
enters minibar charges directly to the 
computer from the bedside phone. 


Re really appreciate 


with a company 
like IBM because the level 
of sophistication is there 


to meet your requirements.” 


For Paul Ross, general manager of the 
Philippine Plaza, the six-year association 
with IBM has meant more than just 
increased efficiency. Over the years, IBM 
systems and training have helped enhance 
the skills and increase the job satisfaction 
of his most important resource: his people. 
More than 2546 of the employees at the 
hotel use its computer system every day, 
and almost 8546 benefit by it directly. 


Ross finds that his people take professional 


pride in being able to provide guests with 
answers quickly and accurately. Being 


We're in the results business 


——— ——— — 


"Good y attract 


good people. P take 
professional pride working 
these systems IBM 


has developed." 


associated with leading-edge technology 
has built their confidence, and Ross 
believes it has reduced employee turnover. 
There will be other benefits. too. Working 
with IBM, Ross and his EDP management 
team, headed by Edgardo Ramirez, are 
implementing a computerized human 
resources system. The system will assist 
him in tracking employee skills to match 
people with jobs that challenge and 
develop them. 


“I wouldn't want to be 
using any other system. 
That's for sure.’ 


— —— 


Paul Ross has never seen computers as a 
way of saving manpower, but as a way of 
enriching it. He believes that the relationship 
with IBM helps both his people and the 
guests they serve. 
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But Nediloyd offers more than haltiviare for world- 
wide transport. 

Experienced Nedlloyd people are readily available to 
ensure troublefree handling of your transport needs 
regardless of locality, and that's what counts! 

Contact your Nedlloyd office or agent to get trans- 
port assistance from 5500 well trained specialists world- 
wide. They have the ability to offer you customized solu- 
tions, whether you need port to port transport, intermodal 
services, or comprehensive logistics and distribution 
services. 

Nedlloyd Lines, the reliable Dutch solution to all your 
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CAMBODIA 


Khmer Rouge troops in western Cambodia: reviving flagging image. 
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On the offensive again 


Khmer Rouge forces seek to regain foothold in border areas 


By Paisal Sricharatchanya in Bangkok 


T1" communist Khmer Rouge, the 
most powerful of the three anti- 
Vietnam resistance factions in Cam- 
bodia, has mounted a military campaign 
aimed at retaking some of its former 
base areas near the Thai border. De- 
signed to fill a vacuum left by the recent 
redeployment inland of Vietnamese 
units, the campaign is also viewed as an 
attempt to revive the faction's flagging 
image. 

Observers here were particularly im- 
pressed by Khmer Rouge operations 
` around Phnom Milai, a hilly region in 
western Cambodia opposite the south- 
ern end of Thailand's Aranyaprathet 
district. Now defended by elements of 
the Phnom Penh regime's 6th Division, 
Phnom Milai formerly was one of the 
last Khmer Rouge strongholds to be 
overrun by Vietnamese troops in a 
1984-85 dry-season offensive. 

Between the middle of June and late 
August, an estimated 1,000 Khmer 
Rouge guerillas — comprising elements 
from the Khmer Rouge's 320th and 
450th divisions, based along the Thai- 
Cambodian border south of Aranyap- 
rathet — were deployed in the Phnom 
Milai campaign. The offensive was said 
to involve mainly hit-and-run attacks by 
mobile units of 12-60 men each. They 
were supported by six batteries of 
Chinese-supplied 120-mm heavy mor- 
tars. 

Accompanying the offensive was a 
Simultaneous civil-affairs campaign be- 
hind enemy lines. Small psychological- 
¿warfare teams, each carrying about 
- Baht 30,000 (US$1,176), infiltrated into 


enemy rear areas and tried to cultivate. 


es with peasants with cash gifts or rice 
archases. 


The Khmer Rouge's 519th Division, 
based on the border further north, near 
the boundaries of Thailand's Surin and 
Buriram provinces, provided logistical 
support for the Phnom Milai operation. 
The three Khmer Rouge divisions ac- 
tive along the Thai-Cambodian border 
are said to comprise about 13,000 fight- 
ers, or roughly a third of the group's es- 
timated total of 30-40,000 soldiers. 

By late August, Thai sources said, 
the guerillas had only secured a few poc- 
kets on the periphery of Phnom Milai, 
having failed to penetrate the enemy's 
main fortifications — in part because of 
defensive artillery shelling. After Viet- 
namese reinforcements were rushed 
into the area to support allied govern- 
ment forces, the Khmer Rouge was 
forced to scale down its military offen- 
sive, concentrating instead on the civil- 
affairs campaign. 


he battle for Phnom Milai was part 

of a broader strategy involving at- 
tacks on government positions in the 
frontier areas of Battambang, Oddar 
Meanchey and Preah Vihear provinces 
— all bordering Thailand. Vietnamese 
forces who had previously held these 
areas were replaced by government 
troops following their own redeploy- 
ment 30 km from the frontier in May 
and June. However, Vietnamese advis- 
ers and some weapons, including artil- 
lery, were said to have remained behind. 

Thai and Western sources say the 
Khmer Rouge seek to control strategic 
hill positions like Phnom Milai because 
these would faciliate infiltration deep 


into Cambodia. Another motive for the 


recent campaign might have been to test 
the enemy’s strength. 
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| did not fare well at the meeting. Noi 
i only did the Vietnamese demand that 
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| lysts speculated that the Khmer Rouge | 


.| bargaining position at the negotiating 
.| table. : 












































Given that the Khmer Rouge car 


the late July Jakarta Informal Meetin 





and their various allies, some Thai ana 


might have been seeking to bolster it: 
But in the event, the Khmer Ro 


their withdrawal from Cambodia be: 
contingent on the eradication of Khmei 
Rouge leader Pol Pot and his “clique,” 
who were responsible for the killings of 
hundreds of thousands of Cambodians’ 
during their rule between 1975 and: 
1979, they also generated astorm of in- | 
ternational condemnation ofthe Khmer — 
Rouge leadership. cu 

The Khmer Rouge's offensive mav 
also be explained by the need to rees- | 
tablish "liberated" areas in Cambodiain. | 
preparation for the day when its troops | 
and civilians under its control have to. | 
leave sanctuaries across the border in | 
Thailand. "The Khmer Rouge have | 
never trusted anybody else apart from: | 
themselves," an analyst said, adding: || 
"A contingency plan seems logical moo 
light of their uncertain future.” Ed 

In the past, Bangkok has denied || | 
clandestine support for the Khmer | | 
Rouge, though the very existence of | | 
communist rebel sanctuaries in Thai- — 
land and some Thai logistical support — 
for their forces suggest otherwise. In re. 
sponse to Cambodian Premier Hun 
Sen's stinging criticism of Bangkok dur | 
ing the JIM session, Thai Foreign Minis-. 
try undersecretary Kasemsamosorn 
Kasemsri at first denied Thailand had | 
supported the Khmer Rouge but later: | 
admitted to assisting the Cambodian res = 
sistance in general. | 

Diplomatic sources said they are. 
sympathetic with Bangkok's argument 
that the Khmer Rouge is the only reape 
card Thailand can play in negotiating à.) | 
Vietnamese troop withdrawal. “Until 
there is tangible progress [on the with- 
drawal] and concrete signs leading toa 
settlement, it would be unfair to ask the 
Thais to ditch the Khmer Rouge," a di 
lomat said. Vietnam is believed to has 
withdrawn 20,000 men since its anni 
troop rotation in November 1987, re 
ducing its occupation force to an esti- 
mated 120.000 men. 

But despite the general redeploy- 
ment of Vietnamese troops away from 
Cambodia's western frontier and imd- 
cations that more Vietnamese units are 
preparing to return home, Thoi and 
Western sources believe there have. 
been no additional troops pulled ow 
the country since Hanor's much-p 
cised withdrawal pledge in May. E 
said then it would pull out 50,000 tr 
within 1988 and all remaining troc 
fore 1990. It remains to be seen whet 
the pullout plans this year will 
realised. 
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Destroying the evidence 


The military is accused of burning a prison memoir 


By Shim Jae Hoon in Taipei 


Repos that Taiwanese military pri- 
son authorities burned and proba- 
bly destroyed an embarrassing memoir 
by a leading Kuomintang (KMT) offi- 
cial jailed in 1960 after advocating 
democratic reforms, have aroused new 
concern over the Taiwan military’s in- 
volvement in politics, at a time of the 
country’s delicate transition to a 
broader-based government. 

Members of the military security ap- 
aratus also are implicated in the 
izarre incident, which took place in 

April but has only just come to light. 
The 4-million word memoir was written 
by the late Lei Chen. 

Lei had been a deputy secretary-gen- 
eral of the national assembly (the presi- 
dential electoral college) and then na- 
tional policy adviser to the late presi- 
dent Chiang Kai-shek. But he died in 
1979 at the age of 83, pontony dis- 
graced after serving a 10-year prison 
term on now-disputed charges of shel- 
tering a communist spy and giving 
“propaganda benefits” to the com- 
munist government in China. 

The real reason for his imprisonment 
may have been his political beliefs. As 
editor and publisher of Free China 
magazine for 11 years until 1960, Lei 
spoke broadly for KMT pragmatists 
urging a policy of building sound eco- 
nomic and political institutions in 
Taiwan rather than seeking military “re- 
covery” of the mainland following the 
then Chinese Nationalist government 
retreat to the island in 1949. He argued 
that China’s vastly superior population 
and resources made that impossible and 
said that democracy should be Taiwan's 
major instrument of fighting China’s 
communism. 

He criticised Chiang for seeking a 
third straight term in office in violation 
of constitutional provisions, demanded 
honest elections and an independent 
court system, and the removal of cor- 
ruption. Notably, he asked Chiang to 
keep the army out of politics, seeing it 
emerging as a major threat to demo- 
cratisation. 

"Lei was 30 years ahead of his time," 
said Fu Cheng, his longtime associate 
who spent six years in jail, on conviction 
of same charges, with Lei and Liu Chih- 
ying, the alleged spy. While the alleged 
agent Liu was parolled and released 
from prison, Lei was made to serve the 
full 10 years. The crackdown nipped in 
the bud their plan to launch a China 
Democratic Party, which they hoped 
would grow into a genuine opposition 
go in Taiwan. 

e news of the burning of Lei's 


memoir broke on 21 July when Control 
Yuan member Shieh Kun-shan, speak- 
ing for Taiwan's highest (and elective) 
investigative agency, said he learned 
about it while taking a new look into 
Lei's arrest and imprisonment. In re- 
sponse to a request by Lei's wife Sung 
Ying, also a Control Yuan member, the 
body had formally begun a new investi- 
gation of the case on 22 April. 

However, the burning took place on 
30 April, well after the Control Yuan's 
decision to reinvestigate the case, indi- 
cating to some observers that the mili- 
tary were deliberately challenging the 
authority of civilian officials in the yuan. 

Shieh said Hsintien military prison 
chief Col Wang Lu-sheng 
told him Leis manu- 
scripts were burned be- 
cause they attacked the 
KMT's Three Principles 
of the People and insulted 
Chiang Kai-shek and Sun 
Yat-sen, the KMT foun- 
der. 

The Control Yuan has 
decided to recommend 
that Maj.-Gen. Wu Sung- 
chang, director of the De- 
fence Ministry’s judge ad- 
vocate office, and Wang 
be punished for failing to 
prevent the papers’ de- 
struction. First seized 
from Lei at the time of his 
release, the Taiwan Gar- 
rison Command handed 
them over to the judge ad- 
vocate’s office. It later returned them to 
the Hsintien prison where Lei had writ- 
ten it. 

Lei’s wife and others contend that 
Shieh’s explanation has several 
loopholes. The rison authorities 
showed Shieh a video of the burning, 
but according to Fu, this indicated just 
the first few pages being ripped out and 
lit. 


Te prison authorities did hand over 
to the investigators other manu- 
scripts, such as Lei’s 10-volume diaries 








and notes on the founding of the China | 


Democratic Party. They even turned 
over 117 pages of photocopied excerpts 
from the memoir itself, presumably as 
proof of Lei’s criticisms of Chiang. But 
the question exercising some historians 
is whether these documents are authen- 
tic; some oppositionists fear they might 
have been doctored by the security offi- 
cials who control the military prison. 
“The memoir contains invaluable 
historical records on Chiang Kai- 


shek, some devastating,” Fu said. 

Among other things, the memoir is 
said to contain the accounts of Chiang's 
manipulation of election of the vice-pre- 
sident, corruption and how his high- 
handed rule in China opened the way 


| for Mao Zedong's communist forces to 
| overrun the continent. It also described 


discreditable activities of Chiang's son, 
Ching-kuo, who eventually succeeded 
his father. Lei's accounts could very 
well be the first opposition critique of 
the KMT history in Tura as well as on 
the mainland. 

Shieh has told the local press that he 
thought Lei's memoir was historically 
“inconsequential” and the KMT's offi- 
cial historian, Chin Hsiao-yi, has said 
reservedly that its historical value "re- 
mains to be determined." But the inci- 
dent has appalled other academics. Na- 
tional Taiwan University history profes- 
sor Cheng Chin-jen's judgment was 
curt: "Soldiers are not historians." Ac- 
cording to 7he China Post, he has ap- 
pealed to Lee to "put an end to the his- 
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Hau Pei-tsun: speculation. T 


tory of burning history," by which he 
was referring to China's first emperor 
Qin Shih Huang Ti of 2,200 years ago, 
who ordered that all books criticising 
him be seized and incinerated. 

On 9 August, 300 people marched in 
front of the Control Yuan waving fly- 
swatters, saying it was punishing only 
small flies while ignoring higher officials 
who might be implicated in the affair. 
There has been considerable specula- 
tion as to who these might be, but little 
evidence. However, most analysts men- 
tion the names of Gen. Hau Pei-tsun, 
the powerful chief of the general staff; 
Gen. Chen Shou-shan, who as the 
Taiwan Garrison commander invokes 
more fear than respect, and Gen. Soong 
Hsin-lien, the National Security Bureau 
director. All of these men are identified 
as political hardliners. They share re- 
sponsibility for the island's military sec- 
urity apparatus and supervision of the 
Hsintien military prison. They are also 
fiercely loyal to Chiang's place in his- 
tory. 
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THE STH COLUMN 


Moscow takes a hard look 
at ties with Vietnam 


he first Sino-Soviet discussions on 

the Cambodian conflict ended with- 
out dramatic results, but they raised 
questions about the future of the Soviet- 
Vietnamese alliance. 

By consenting to visit Peking in Au- 
ust for talks focused exclusively on 
ambodia, Soviet Vice—Foreign Minis- 

ter Igor Rogachev has weakened Mos- 
cow's long-standing insistence that it 
would not allow the injection of “third 
party" issues into its diplomatic 
dialogue with Peking. Hanoi leaders, 
meanwhile, though professing little an- 
xiety over the Peking discus- 
sions, fear the possibility that 
Vietnamese interests will 
again be compromised for 
much larger political stakes. 

For a decade now, Mos- 
cow has invested heavily in 
Vietnam, convinced that a se- 
cure foothold there would 
prove of long-term political 
and strategic value in coun- 
tering US as well as Chinese 
influence within the region. 

However, the  Soviet- 
Vietnamese alliance has 
proven a mixed blessing. The 
slow but steady enhancement 
of Soviet military access to 
Vietnam — most notably to 
air and naval facilities at 
Cam Ranh Bay — has consti- 
tuted Vietnam's principal 
payment. But Soviet com- 
plicity with Vietnam's region- 
al ambitions has proved limit- 
ing politically, especially as 
Soviet leader Mikhail Gorbachov has 
stepped up his overtures to China and 
the Asean states. 

The more direct and continuous 
costs have been economic. From the 
time of Gorbachov's March 1982 visit to 
Asia, to address the Vietnamese Com- 
munist Party’s (VCP) fifth national con- 
gress, he has expressed disgruntlement 
over the open-ended burdens imposed 
on his country by Vietnam's pervasive 
economic requirements. By implica- 
tion, Gorbachov cautioned Hanoi not 
to expect indefinite Soviet largesse to 
keep its troubled economy afloat and to 
sustain Vietnam's war effort in Cam- 
bodia. 

But the other shoe has yet to drop. 
Rather, Moscow has remained solicit- 
ous of its beleaguered ally, thereby 
avoiding a major rupture in relations 
with its second-largest aid recipient, 
after Cuba. Despite the pronounced in- 
equalities between the two countries, 
neither Moscow nor Hanoi seems able 
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 Rogachev in Peking: room for ‘third’ parties. 





to dictate the terms of their relation- 
ship. 
The Soviet Union, though able to 


proffer or withhold resources vital to | 


Vietnam's well-being and security, does 
not want to jeopardise its growing use of 
Vietnamese territory for naval and air 
operations in the Pacific. At the same 
ume, the Vietnamese have skilfully par- 
layed Soviet geopolitical needs into ex- 
ceptionally generous provisions of eco- 
nomic and military aid. Neither state, 
therefore, appears prepared to venture 
too far into the unknown, since abrupt 


or peremptory actions could yield un- 
predictable consequences. 

However, the election of Nguyen 
Van Linh as VCP general secretary in 
late 1986 probably bought Vietnam ad- 
ditional time. Linh's agenda seems 
avowedly reformist, and Soviet officials 
are undoubtedly gratified that someone 
purporting to speak their language is 
now at the helm in Hanoi. The Soviets 
have sought to nurture these tendencies 
and, to that extent, they have substan- 
tial incentives to cooperate with Linh 
rather than undermine his political posi- 
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tion by imposing draconian cuts in 
Soviet assistance. 

At the same time, however, Linh 
must also deliver. This undoubtedly en- 
tails expectations that the Vietnamese 
will put future Soviet assistance to much 
more effective and appropriate uses. 
Large-scale aid to Vietnam is not in 
jeopardy, but Moscow does not want to 
convey that business as usual can persist 
indefinitely. 

Is this congruence of interests and 
need likely to persist? In essence, will 
the value that each country attaches to 
the relationship remain undiminished? 
And how might actions by one partner 
compel the other to respond? 

Of the two, Moscow seems more 
likely to rethink the present terms of the 
alliance. Soviet interests are both global 


and regional, and there 
seems little question that its 
ties with ietnam inhibit 


other political opportunities. 
First, there is the broader 
Soviet reassessment of its 
Third World strategy. Al- 
though the Afghanistan pull- 
out does not lead inexorably 
to Soviet global retrench- 
ment or the indiscriminate 
jettisoning of Soviet external 
obligations, the days of open- 
ended commitments to Viet- 
nam and other benefactors 
appear to be over. 

The Soviets have paid a 
major price elsewhere in the 
region by such open-ended 
support. In the aftermath of 
the Afghan peace accords, 
expectations. of movement 
towards a Cambodian settle- 
ment have increased. In visits 
to Southeast Asia by ranking 
Soviet officials and in Gor- 
bachov's remarks to former Thai prime 
minister Prem Tinsulanond in Moscow 
in May, the Soviet Union has sought to 
foster the impression that it is prepared 
to work more actively to reach agree- 
ment on Cambodia. 


owever, even as the pace of dip- 

lomatic activity has accelerated, the 
Soviets have sought to avoid the impres- 
sion of any major divergence with Viet- 
nam. Gorbachov's strategy is to strad- 
dle and juggle, hoping to send en- 
couraging messages in all directions 
simultaneously. 

By sustaining discussions with the 
US on regional issues, he has attempted 
to convince Washington that he truly 
wishes to disentangle both superpowers 
from further embroilment in Third 
World conflicts. By ostentatiously invit- 
ing Linh to his vacation retreat prior to 
the recent Jakarta Informal Meeting — 
among the various interested parties in 
the Cambodian conflict — and by com- 











mitting Linh to accelerate the pace of 
Vietnam's troop withdrawal from Cam- 
bodia, Gorbachov sought to convince 
Asean. that Soviet influence was being 
brought to bear on Hanoi. 

And, finally, by consenting to the 
unprecedented Sino-Soviet discussions 
on Cambodia in Peking, the Soviet 
leader tried to edge the Chinese towards 
tendering an invitation for him to visit 
Peking, though no summit announce- 
ment came during the recent talks. 
However, it was agreed that the coun- 
tries’ foreign ministers would meet at 
the UN in New York later this year. 

The stakes seem. especially great 
with the Chinese,- since. Gorbachov 
clearly hopes. for. à. political. break- 
through with Peking. A decision by the 
Soviets to reduce their support for the 
Vietnamese would reflect precisely the 
redirection of Soviet policy that Chinese 
leader Deng Xiaoping is urging on Gor- 
bachov — and which Deng believes 
Hanoi would be powerless to pre- 
vent. 

In Peking's estimation, Hanoi could 
not maintain its occupation of Cam- 
bodia “for a single day" without fulsome 
Soviet support. Thus, Vietnam’s great- 
est anxiety remains the fear of a 
“socialist sellout.” A meeting with the 
Chinese exclusively on the Cambodia 
issue would feed these lingering Viet- 
namese fears. Even if Moscow seems as 
yet unprepared to pay the price that Pe- 
king demands, Gorbachov appears 
enough of a risk-taker that the possibil- 
ity of future understandings cannot be 
dismissed. 

However, Gorbachov does not ap- 
pear to be laying the basis for an aban- 
donment of Vietnam. Even assuming a 
solution to Cambodia’s political prob- 
lems is found over the next several 
years, Hanoi seems certain to retain its 
fears of Chinese domination for the in- 
definite future. Moscow, therefore, 
hopes to parlay these fears into a con- 
tinuing military presence in Vietnam — 
but without being saddled indefinitely 
with underwriting Hanoi’s claims to 
dominion over Cambodia. 

The test for the longer term is 
whether Vietnam is prepared to accept 
a much less fulsome and, therefore less 
certain, commitment from Moscow to 
fulfil its economic and military require- 
ments. This question in turn will depend 
on Hanoi’s ability to break free from the 
isolation imposed upon Vietnam by the 
US, China and most of Asean. It re- 
mains for Hanoi to decide whether the 
goal of hegemony over Indochina is 
worth the political, social and economic 
costs that the leaders and people of 
Vietnam continue to pay. oO 


. | Jonathan D. Pollack is an East 
Asian political and security-affairs 
specialist with Rand Corp., a con- 
servative, US-based think-tank. 














By Ted Morello in New York 

utrage over alleged Khmer Rouge 

human-rights violations dominated 
an 8 September UN fund-raising confer- 
ence for the hundreds of thousands of 
mostly Khmer refugees and displaced 
persons living on Thailand's border with 
Cambodia. 

Charges of torture, murder and the 
"disappearance" of 7,000 refugees in 
camps controlled by the Khmer Rouge, 
the communist faction of the tripartite 
Cambodian resistance coalition, were 
voiced by donor-country delegates and 
echoed by UN aid coordinator, 


on inadequate border-camp security 
and barriers to international agencies' 
access to centres controlled by the 
Khmer Rouge. 

The series of charges overshadowed 
the financial aspect of the session, which 
raised more than US$10 million in cash 
and kind. Japan made an in-principle 
commitment of nearly US$10 million, in 
addition to its firm pledge of US$2.2 
million in cash and US$4.8 million in 
food. 

The other new pledges were by the 
US (US$1.5 million), Switzerland 
(US$1.3 million) and Indonesia, Brunei 
and Greece (U$$10,000 each). Austria 
pledged 1,000 tonnes of wheat to the 
World © Food Programme and 
US$38,000 to the Kampuchean Assist- 
ance Programme of the International 
Committee of the Red Cross (ICRC). 


Relief Operation (UNBRO) “continues 
to have a healthy financial situation.” 
He added that he would present the 
1989 budget at the next donors meeting 
in Bangkok in late November. Thai 
Ambassador to the UN Nitya Pibul- 
songgram said that with the current ref- 
ugee population already standing at 
300,000, more than 700 Cambodians a 
month *continue to trek to these border 
camps." 

Reporting on the replacement of 
lask Force 80 volunteers as camp 
guards, he said the newly established 
Displaced Persons Protection Unit 
(DPPU) — a better-educated corps that 
has undergone five weeks of training — 
| had deployed its first five companies, 
| comprising 560 personnel, with three or 

four more companies to be added. 
Expressing satisfaction over the 
DPPU phase-in, one Western diplomat 
observed that Task Force 80, long ac- 
cused of brutality and corruption, “be- 
haved more like Auschwitz guards than 
a protective police force.” Nitya 
acknowledged that the force had “prov- 
ed unsatisfactory.” But he said that in 
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Cause for concern 


Khmer Rouge refugee atrocities are denounced at UN meeting 


















the past three months, some forme 
force members had been brought te 
on criminal charges. 

US Ambassador to the UN Pat 
M. Byrne said her government, a prin 
pal aid contributor, welcomed t 
DPPU's establishment, which she | 
ed "the most significant achievern 
of the year on the border. 

The Khmer Rouge drew the h 
fire throughout the donors’ me 
UNBRO field coordinator Mitchell 
Carlson cited the worsening probler 
of access and human-rights viola a 
camps administered by the communists 
He complained that by barring entry. 





Kibria reported that the UN Border debi 














services. E 
ICRC delegate Fred Isler said tl 
committee's biggest problem were al 
the Khmer Rouge-controlled can 
where access was “virtually impe 
ble.” resulting in a lack of medic 
sistance to refugees. Kibria said that 
cause of the "total lack of cooper 
by Khmer Rouge leaders, the delis 
of humanitarian services had had to- 

suspended at Hyat Chan camp. 
Kibria, who is also executive secret- 
ary of the UN Economic and Social | 
Commission for Asia and the Pacific, | 
called on the Khmer Rouge to account 
for about 7,000 inhabitants, who have 
vanished from Ta Luan camp in t 
south. He said less than 2,000 of 
9,000 known to have been there 
mained — the "disabled and ha 
ped persons who have been 
hind." A Cambodian diplon 
there was evidence the 7,000 
"shanghaied to serve with the 1 
Rouge] guerillas." 
























BRUNEI 


The mouse that roared 


The sultanate’s military flexes its muscles in war games 


By Tai Ming Cheung in Bandar Seri Begawan 


runei's armed forces defended the 

country against foreign "invaders" 
recently in the first major flexing of their 
military muscles. In late August, mas- 
sed elements of the Royal Brunei 
Armed Forces (RBAF) fought tooth 
and nail for two weeks with 3,000 for- 
eign troops and an aircraft-carrier task 
force for control of this tiny but fabul- 
ously wealthy land. 

The conflict was a British-Brunei 
war exercise code-named Setia Kawan, 
designed to test the RBAF's fighting 
capabilities. The invaders were British 
and Gurkha soldiers, stationed either in 
Brunei or Hongkong, supported by 
British warships transiting the area. 

British commanders praised the per- 
formance of their Brunei counterparts, 
though they noted their lack of experi- 
ence and some organisational mix-ups. 
For many Brunei soldiers, this was their 
first military exercise with a Western 
enl though the sultanate regularly 

olds much smaller affairs with Singa- 
re and Malaysia. The outcome of 
tia Kawan was never in doubt: the in- 
vaders were routed and the RBAF 
emerged victorious. 

Although small, the RBAF is well 
equipped. The army, numbering 3,400 
men, is divided into two battalions 
armed with 16 Scorpion light battle 
tanks and Rapier air-defence missiles. 
In addition, there is a Gurkha Reserve 
Unit (GRU) of 900 “retired” soldiers, 
employed as the Sultan of Brunei Sir 
Hassanal Bolkiah'sown praetorian guard. 

The navy, with rich deposits of off- 
shore oil to guard, operates three Was- 
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ada fast-patrol craft, each armed with 
Eencosde Exocet anti-ship missiles. 
The air force boasts 24 missile-bearing 
gunship and troop-carrying helicopters. 

The RBAF is undergoing expansion. 
More patrol boats are being acquired, 
and fixed-wing fighters and maritime- 
surveillance aircraft are being pur- 
chased to bolster the defence of 
Brunei's oil resources. Security, com- 
prising the military and police force, 
was allocated a 1096 share of the na- 
tional budget for the current fifth deve- 
lopment plan (1986-90), or B$373 
million (US$187 million). This was 
down on the 1596 share it received in the 
fourth plan, though in absolute terms 
security will receive considerably more 
cash this time around. 

The aircraft are expected to be in op- 
eration by 1992, but no decision has yet 
been taken on purchases. The British 
Aerospace-produced Hawk light-attack 
fighter, which doubles as a trainer, is a 
contender, though an important crite- 
rion is compatibility with such other al- 
lied Southeast Asian air forces as those 
of Singapore, Malaysia and Thailand. 
These countries are variously equip- 
ped with American-made General 
Dynamics Fl6s, Northrop FSEs and 
McDonnell Douglas A4 Skyhawks. 
Only Indonesia uses Hawks. 

The RBAF is not capable of provid- 
ing the logistical and technical support 
necessary to maintain sophisticated mi- 
litary aircraft and would have to rely 
heavily on foreign expertise if the 
Hawks were purchased. Brunei has 
begun à pilot-training programme. 


RELIGION 








Brunei is dependent on external help 
for its defence. There are more than 80 
seconded British military personnel — 
down from 110 two years ago — em- 
‘ee bee in such areas as training and 

elicopter maintenance. In addition, 
the GRU is responsible for the royal 
family’s personal protection, a tradition 
which some say suggests the sultan, 
Brunei's autocratic ruler, may not en- 
tirely trust his own military. 

The army has shown no signs of dis- 
loyalty to the crown. Nevertheless, the 
sultan maintains hands-on control of the 
military in his role as defence minister. 
(He is also prime minister.) The GRU is 
also responsible to the Defence Minis- 
try. The importance of the defence 

ortfolio is reflected in the sultan’s re- 
inquishment of the finance and home 
ministries when he inherited the de- 
fence post from his late father, Sir Muda 
Omar Ali Salifuddin, in October 1986. 
H runei's ability to defenditself against 
aggression, external or other- 
wise, would be heavily dependent on 
help from its allies — especially Britain 
and Singapore. A 1962 attempt to over- 
throw the monarchy is a reminder to 
Brunei's defence planners of this depen- 
dence. Only the intervention of British 
Gurkhas and commandos flown in from 
Singapore enabled the government to 
crush the rebellion. 

Brunei has expressed interest in re- 
cent years in joining the Five Powers 
Defence Arrangement (FPDA) com- 
prising Singapore, Malaysia, Britain, 
Australia and New Zealand. This would 
formalise the already strong ties Brunei 
has with these countries. Soldiers of 
these states regularly train in Brunei — 
which has one of the world's best jungle- 
training schools — and, in return, 
Brunei military personnel regularly at- 
tend training courses in these countries’ 
defence institutions. 

Brunei maintains a defence agree- 


One code for all courts 


Government prepares a standard interpretation of Islamic law 


By Michael Vatikiotis in Jakarta 


new codification of Islamic shariah 

law is due to be enacted in In- 
donesia, covering marriage, divorce 
and inheritance. Behind it lies a con- 
troversial move led by Religious Affairs 
Minister Munawir Sjadzali to make 
significant changes to the law in an at- 
tempt to bring it in line with modern 
practice. 

Islamic law in Indonesia is confined 
to religious courts, whose jurisdiction is 
limited to marital disputes between 
Muslims and specific areas of Islamic 
law such as dowry, divorce, inheritance 


and gifts. Religious judges are super- 
vised by the Ministry of Religious Af- 
fairs. 

Presently before President Suharto, 
the new code will greatly simplify court 
procedures when it becomes law, most 
probably by presidential decree. Islamic 
law in Indonesia generally follows the 
Shafi'id school, which is less rigid in in- 
terpretation than, say, the Hanbali 
school dominant in Saudi Arabia. 

Even so, there have been di- 
vergences from court to court. "We 
need a unification of shariah law be- 





ment with Britain, whereby a battalion 
of 1,000 Gurkha troops are based in 
Brunei at the sultanate's expense to de- 
fend the oilfields and important govern- 
ment installations. The troops are 
answerable only to their brigade com- 
mander in Hongkong, though the 
sultan tried unsuccessfully in 1983 
to wrestle direct command from the 
British. 

The arrangement, believed to be 
open-ended, will have to be reviewed in 
the next few years in light of the current 
Hay Soc by Britain of the future of 
the Gurkhas under its command after 
Hongkong’s shift to Chinese rule in 
1997. Hongkong is one of the few re- 
maining areas of the world where Gur- 
khas still serve in British forces. 

Whether Brunei will increase its own 
Gurkha complement to fill the vacuum 
left if the British detachment leaves re- 
mains to be seen. If the government 
chooses to do so, it will help alleviate a 
long-standing recruitment problem, 
which will become even more pressing if 
the RBAF expands. Although pay and 
conditions of service are considered at- 


cause every court uses a different sys- 
tem — referring to what the local ulama 
[scholars] recommend,” said Lukman 
Harun, a leader of the Muhammadiya, 
an organisation extensively involved in 
Islamic education and scholarship. 


Tr new code will lay down guide- 
lines for every court in the country. 
Moreover, the codification is helping 
reassure the Muslim establishment in 
Indonesia that it is not threatened by en- 
croaching secularism. “If some portion 
of Islamic law is accepted into the body 
of national law, it will be difficult for the 
government to mount a secular cam- 
paign,” said Abdurraman Wahid, chair- 
man of the country’s largest Muslim or- 
ganisation, the Nahdatul Ulama (NU). 
The Indonesian ulama appear to 
have readily accepted the new code, 
which was completed and presented to 
the president about six months ago. But 
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tractive — privates earn an average of 
B$800 a month and captains B$3,400 — 
the society's affluence and a labour 
shortage limit the appeal of military ser- 
vice, which is voluntary. 


AU factor weighing against mi- 
litary service is that officers must 
serve 25 years in active service and 
others at least five years, with an addi- 
tional five years in the reserves. The mi- 
litary's recruitment problems are made 
even more difficult because ethnic 
Chinese, who make up about 30% of 
the population, are not allowed to 
serve. 
only about 300-350 recruits each vear. 

That Brunei has not applied for 
membership of the FPDA reflects the 
lack of any pressing security threat to 
the country. In strict military-strategic 
terms, "Brunei is of little consequence, 
even given its considerable oil wealth, 
to any major power," said army chief of 
staff Maj.-Gen. Mohammad. Brunei 
has more than 180 offshore oil plat- 
forms, but few other strategic as- 
sets. 
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according to the prominent Muslim 
scholar Nurcholis Madjid: “A bigger 
question is whether or not Islamic law is 
the core of Islam.” In other words, why 
have the ulama agreed to what amounts 
to a very limited recognition of the 
shariah in the state, and not pressed for 
implementation of the full body of Is- 
lamic law? 

This is the achievement of the chief 
architect of the new legal code, 
Munawir. A former diplomat and an ac- 
complished Muslim scholar, he has skil- 
fully blended both qualifications in an 
attempt to forge a pragmatic approach 
to Islam that he believes is the only way 
to reconcile Islamic tradition with the 
realities of modern Indonesia. 

Munawir sees Islam in the 1980s as 
being at a crossroads. Running parallel 
with the effort to codify Islamic law, 
Munawir has also spearheaded a drive 
to reformulate, or “reactualise,” certain 





e government is able to attract | 








External threats, therefore, are not 
considered too seriously by Brunei's de- 
fence planners. Of greater concern is 
the possibility of a low-level insurgency 
gradually escalating to open rebellion. 
But even this scenario seems unlikely at 
the moment, with the sultanate serving 
as a model of stability since the crushing 
of the 1962 rebellion. The sultan regu- 
larly warns against destabilising ele- 
ments and moves quickly to suppress 
any sign of dissent or opposition against 
the regime. 

While any direct external threat is 
considered remote, the government 
does keep a close eye on regional com- 
munist movements, such as the one in 
the Philippines, and also fundamentalist 
Muslim movements in the region. The 
sultanate is concerned that increased in- 
stability in the Philippines could spill 
over into the rest of the region, includ- 
ing Brunei. This concern explains why 
Brunei offered in principle to help fi- 
nance Manila’s economic-development 
plan when Philippines President Cora- 
zon Aquino visited Brunei at the end of 
August. Oo 
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aspects of shariah. Carefully basing his 
ideas on a close reading of the Koran 
and associated scriptural texts, 
Munawir argues that the shariah is 
"truly a dynamic legal system with a 
high degree of adaptability.” More to 
the point, he argues that the system cur- 
rently practised by Muslims side steps 
the law without grappling with the pos- 
sibility of changing it. 

The way in which the Muslim law on 
inheritance is implemented in Indonesia 
is, Munawir suggests, a good example. 
The shariah stipulates that two-thirds of 
an inheritance goes to the son and only a 
third to the daughter. But it is common 
practice for Indonesian Muslims to 
avoid the inequality inherent in this law 
by making a will stipulating equal 
shares. “They cling to Islamic tradition, 
but at the same time they behave differ- 
ently,” Munawir told the REVIEW. 

His view, put simply, is that in mat- 














tellectual reasoning.” In other words, 
ere is scope for the law, rather than 
e way it is implemented, to be 
anged. On inheritance, there is a pre- 
dent for change — or at least adjust- 
nent. In the 1930s the noted Pakistani 
cholar Abdullah Yusuf Ali interpreted 
“the Koranic stipulation only as a 
-maximum standard and therefore open 
o interpretation. 

Munawir's views, though very much 
n the modernist spirit that has domi- 
ated Islamic political thought in In- 
donesia this century, do not sit well with 
"the country's conservative minded 
-ulama. Their view is that while im- 
-plementation of the law may vary, not 
“one word of the Koran can be interfered 
= with. 
^" Munawir and his supporters suggest 

















































| SOUTHKOREA 


_ By Mark Clifford in Seoul 

 "T"he leadership of the Federation of 
|» 4 Korean Trade Unions (FKTU) is 
. Struggling to maintain control of South 
. Korea's union movement in the face of a 
Spirited challenge from younger mem- 
_bers. The dispute has split the country's 
fledgling union movement, and prompt- 
ed the FKTU to boycott all govern- 
ment functions in protest over a gov- 
ernment decision that favoured the 
challengers to the incumbent leader- 
_. The outcome of the struggle will help 
determine whether South Korea's gov- 
Órnment-sanctioned FKTU maintains 
ontrol of the country's rapidly growing 
-union movement. If the younger trade 


vill cause further disquiet to a business 
ommunity that is concerned about the 
ouble-digit wage increases of the past 
WO years. 

= But if the current leadership man- 
ges to hang on to power it could turn 
ut to be a pyrrhic victory. Radicals out- 
ide the FKTU structure would very 
kely pick up disaffected FKTU mem- 
ers and further splinter the country's 
nion movement. 

< The younger trade unionists want to 
see leaders chosen through direct elec- 


‘system which favours incumbents. The 
new generation is also willing to work 
with the so-called democratic unions, 
which are outside the officially 
anctioned union structure and typically 





iple room for jurists to exercise their | 


-that it is only a matter of time before the 





Young Turks strike back 


Unions under pressure from a new generation 


‘unionists take over, they are likely to | 
“make the FKTU more activist, which | 


tions, rather than the current delegate | 
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| and purists when it comes to matters of 
| figh, or law. 
| The purists claim that not one word 
| of the Islamic law has been changed in 
| the new shariah code, which is perhaps 
; Why it passed scrutiny by the ulama at 
| the end of 1987 without a hitch. Sources 
| indicate that the new code will leave it 
| up to the judge or family to decide on 
| how the law on inheritance. will be 
| applied — only meeting Munawir's 
| ideas half-way. It is even suggested that 
| Munawir used the “reactualisation” de- 
| bate to draw attention away from the 
| Shariah code, which, if it is enacted, will 
| undoubtedly be a creditable achieve- 
| ment. What role then, if any, can reac- 
tualisation play? 
It seems clear that any attempt to 
mould Islamic thinking around In- 


have a more ideological agenda. 

The FKTU leadership has been tar- 
red with illegitimacy in the minds of 
many workers because of its coopera- 
tion with the administration of former 
president Chun Doo Hwan. The 
FKTU's close relationship with Chun 
was symbolised by the organisation's 
decision to support the former presi- 
dent's suspension of constitutional revi- 
sion talks in April 1987. The decision 
helped spark the June 1987 protests that 
led to South Korea's sweeping demo- 
cratic reforms and left the FKTU 
leadership with egg on its face. 

M: recently, the union leader- 

ship's close links with those in 
power was demonstrated when the pre- 
sident of the FKTU was appointed to 
the national assembly by the ruling 
Democratic Justice Party and the 
former vice-president was appointed 
vice-minister of labour. 

The newly elected president of the 
300,000-strong metal workers’ federa- 
tion, Park In Sang, is spearheading the 
campaign against the old guard in the 
FKTU. Park won the election earlier 
this year, accomplishing the rare feat of 
beating an incumbent. Park cam- 
paigned on a platform of reaching out to 
the democratic unions, even going so far 
as to welcome the election of a federa- 
tion vice-president whose union had not 
been part of the FKTU structure. 

According to South Korean law, all 
local unions must affiliate with one of 20 
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donesia’s socio-cultural diversity will 
find favour with the government. Al- 
ready, the past five years have seen the 
Islamic establishment forced to adopt 
the state ideology Pancasila — thereby 
ruling out political ideas based on the 
principle of an Islamic state — and the 
alignment of Muslim marriage laws with 
the national law. 

What Munawir envisages is a less 
dogmatic approach to religion. He be- 
lieves that his ideas, though controver- 
sial, are difficult to contest in rational 
terms. "I might be wrong," he said, "but 
I feel while at first there might be 
a critical response, later there will be 
a more positive response, especially 
from among the young.” Other modern- 
ists, such as Abdurraman Wahid of NU 
agree: “Reactualisation is funda- 
mental to the survival of Islam in In- 
donesia.” He added, though, that 
Munawir's ideas may have appeared too 
soon. ü 


industrial federations. In fact, about 
15% of the country's 1.5 million union- 
ised workers belong to unions that are 
not affiliated with the FKTU, a reflec- 
tion of the low esteem in which the fed- 
eration is held. 

Other progressive groups include the 
postal workers, who have split off to 
form a new union, and the 135,000- 
member textile workers' union, which 
recently elected a new, more progres- 
sive president. Reform-minded finan- 
cial workers are also trying to start a 
new national union. The government's 
decision to allow them to break away 
from their parent union angered the 
FKTU hierarchy and sparked the call 
for a boycott of all government-spon- 
sored events at the end of August. The 
boycott has apparently sparked little en- 
thusiasm among the rank-and-file. 

The question now is how long the 
union leadership can hang on to power. 
The FKTU's regular convention is 
scheduled for February, but the federa- 
tion is considering calls to hold an ear- 
lier extraordinary convention to resolve 
the leadership crisis. The FKTU must 
elect a new president at its annual con- 
vention. But the progressives would like 
to see all 10 elected officers of the 
FKTU run for re-election in the belief 
that a new president needs an executive 
staff he is comfortable with. 

The union movement has made giant 
strides since last summer. Union mem- 
bership has jumped from 1.1 million to 
more than 1.5 million out of a total or- 
ganisable workforce of 9.5 million. The 
number of local union branches has 
mushroomed from 2,658 at the begin- 
ning of last year to 4,729. Most big com- 
panies, with the notable exception of 
the Samsung Group, are organised. 
Even IBM, which has pursued a vigor- 
ous global anti-union policy, has seen an 


organising drive at its Seoul facility. 
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PAKISTAN 


Shifting sands of patronage 


Confusion over call for chief ministers’ ousting 


By Husain Haqqani in Islamabad 


Pakistan's litical parties are de- 
manding the dismissal of caretaker 
State governments nominated by the 
late president Zia-ul Haq, arguing that 
neutral ministers should be appointed 
to ensure the elections scheduled for 16 
November are fair. But President 
Ghulam Ishaq Khan — who wishes to 
be seen as strictly neutral, and does not 
want to send the wrong signal to the 
armed forces by seeming to favour the 
opposition — appears to be awaiting the 
outcome of key constitutional decisions 
in the Supreme Court before making his 
next move. 

The chief ministers retain the power 
of patronage, but the strong demand for 
their ousting has made it difficult for 
locally influential political boss- 
es to choose sides. Some have al- 
ready decided to bet on the fu- 
ture by switching parties and 
joining opposition leader Be- 
nazir Bhutto’s Pakistan People’s 
Party (PPP), considered the po- 
tential winner in view of the dis- 
array in the Pakistan Muslim 
League (PML), which had come 
to be regarded as the establish- 
ment party. 

Former PML prime minister 
Mohammed Khan Junejo has 
joined Bhutto in demanding the 
removal of the state ministries. 
Although the chief ministers of 
Pakistan’s four states are all 
members of the PML, they have 
been opposed by their former 
leader since Zia dissolved parlia- 
ment on 29 May. Junejo had then de- 
scribed Zia’s decision as “arbitrary” and 
his control of the party was weakened as 
several party officials joined the 
caretaker federal and state govern- 
ments. 

Before Zia's death in an air crash on 
17 August, the PML split between 
Junejo loyalists and supporters of the 
caretaker chief ministers who had en- 
joyed the late president's backing. AI- 
though Zia never joined the party, he 
patronised the chief ministers’ faction of 
the PML. The PML now has formally 
divided into two groups. The chief 
ministers’ faction elected former North- 
West Frontier Province governor Fida 
Mohammed Khan, a veteran of Pakis- 
tan's independence struggle, as party 
chief but the group's driving force is 
Nawaz Sharif, chief minister of Punjab, 
the most populous state. 

The PML divisions are helping 
Bhutto's PPP and its allies in the 
nine-party alliance, the Movement for 
Restoration of Democracy (MRD). 


During the past three years, the 


PML had come to enjoy the support of | 


most conservatives and patronage 
politicians. Now, well-known party ac- 
tivists are divided into the two factions 
while patronage politicians are con- 
fused. 

Ishaq Khan feels that the demand to 
oust the ministers is an attempt by oppo- 
sition politicians to find a new focus for 
attack now that Zia has been removed 


from the scene. He also finds the de- | 


mand constitutionally untenable and 
realises that its acceptance would be 


wrongly interpreted as a tilt in favour of | 


the opposition by the armed forces, 
which remain sceptical of Bhutto and 
the MRD, despite the military's willing- 





A -» 
Junejo opens election campaign in Rawalpindi. 


The second point awaiting decision 
relates to the legality of Zia’s concept of 
non-party elections. The arguments in 
the case are expected to be complicated, 
making the outcome less predictable 
than is believed by politicians preparing 
to contest on a party basis. In his last 
declaration on this issue, Zia had said 
that he would allow parties to support 
candidates and campaign on their be- 
half, but would not allow identification 
of candidates by party symbols on the 
ballot paper. This way, he argued, the 
illiterate voters would not be exploited 
through use of party symbols and the 
constitutionally guaranteed rights of 
parties would also be secured. 

The question which the Supreme 
Court will now have to decide ts 
whether the constitutional provisions 
relating to parties extend to the use of 
party symbols on ballot papers. If the 


| court rules that the parties have a right 


to field candidates but cannot claim the 
right to identify their candidates 
through one symbol across the country, 
the elections would be held virtually on 
a non-party basis. 

Individual candidates in each 
constituency would have to cam- 
paign separately, under indi- 
vidual symbols, even with the 
backing of political parties. This 
would make it easier for power- 
brokers to manipulate MPs after 
election. Although Ishaq Khan 
seems uninterested in political 
manoeuvring, he retains the 
power to nominate the next 
prime minister. Given the lack 
of political loyalty of most MPs, 
the president's constitutional 
prerogative to nominate a prime 
minister could be used effec- 
tively to block an undesirable 
candidate or promote a desir- 
able one. 

While politicians are appa- 


ness to allow politics take its course. | rently preparing for elections, some 


Ishaq Khan has started meeting lead- 
ers of opposition parties individually, 
assuring them of his miden and 
most politicians have expressed faith in 
his promise of free and fair elections. 


T chief ministers are pressing 
Ishaq Khan to appoint a caretaker 
prime minister and to state categorically 
that he will not remove the state minis- 
tries. Such a move would strengthen the 
PML's position as the official party, 
bringing to an end the current infighting 
and ensuring the return to ^ a i fold 
of feudal influence-pedlars. But Ishaq 
Khan seems inclined to maintain the 
status quo. He is apparently waiting on 
developments in the courts. 

The first case is an appeal by some 
Junejo supporters against Zia's decision 
to dissolve parliament. If the appeal is 
accepted, there would be no need for 


leaders have started privately urging 


| Ishaq Khan and the military to consider 


postponement of elections to deal with 
renewed terrorist bombings and threats 
of political violence. Preliminary re- 
ports of the investigation of Zia's air- 


| craft crash have confirmed the view that 


it was the result of sabotage, though de- 
tails are not available. Military sources 
described media reports about the pos- 
sibility of an accident as "deliberate dis- 
information," saying it was meant to 
"deflect the nation's attention from the 
saboteurs' motives." 

Zia's supporters are demanding that 
results of the investigation be pub- 
lished, but officials say it might not be 
possible to reveal all the details for 
reasons of national security. Religious 
and rightwing groups currently cam- 
paigning to continue Zia's mission of Is- 
lamisation and support for the Afghan 


elections as the ousted national assem- | resistance have vowed to punish Zia's 


bly would be revived to complete its 
term until 1990. 


killers, which might be one factor why 
the findings are not being revealed. D 















Emily Lau in Macau | 

ore than 600 Macau people turned 
Wiout on 10 September to hear 
hinese dissident academic Fang Lizhi 
Ik. about the development of demo- 
racy in China. The turnout was surpris- 
ig for the politically apathetic Por- 
tuguese enclave, where people appear 
resigned to Chinese nile after 1999, 
when Peking resumes sovereignty over 
|]. the territory. 

|| . Although Fang's visit was frowned 
^] on by Chinese authorities, tickets to 
| hear him speak were snapped up 
quickly. The enthusiastic response to 
Fang and his wife, who were returning 
to Peking after visiting Australia, Singa- 
pore and Hongkong, seemed to reflect 
concern here about developments in 
China and at least some support for out- 
.] spoken dissidents such as Fang. 

|. In August, Peking announced the 
| formation of the Macau Special Ad- 
^1 ministrative Region (SAR) Basic Law 
_| Drafting Committee (BLDC), consist- 
|| ing of 30 people from China and 19 from 
Macau. The composition was modelled 
on Hongkong’s own BLDC, formed in 
the wake of the 1984 Sino-British agree- 





























SINGAPORE 


By Rodney Tasker 

| fter a great deal of heart-searching, 
A Singapore's leading opposition 
rouping, the Workers' Party (WP), has 
ccepted an offer to allow its two most 
opular candidates in the 3 September 
ection to sit in parliament as “non- 
onstituency MPs.” 

The decision means that dissident 
ner solicitor-general Francis Seow 
veteran Barisan Sosialis (Socialist 
ty) politician Lee Siew Choh will 


elmingly dominated by the ruling 
eople’s Action Party (PAP). 

Under a constitutional amendment 
assed just before the previous general 
election, in December 1984, the PAP 
decided that opposition parties could 
ave a maximum of three MPs if fewer 
an that number were elected. In the 3 
eptember election only Chiam was re- 
irned. That left Seow and Lee as the 
t biggest opposition vote-getters, 
ung 49.1% of the vote as three- 
mber team candidates in their 
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e Portuguese enclave watches pro-democracy moves in China 


The not-so-silent minority 


Opposition accepts offer of parliamentary seats 





chiam See Tong, the only elected | 
sition MP, in a parliament over- | 





ment on Hongkong’s return to Chinese 
rule in 1997. 

Members of Macau’s BLDC include 
Chinese officials, legal experts and 
famous personalities. In Macau, mem- 
bers were drawn mainly from the busi- 
ness sector, including influential casino 
operator Stanley Ho, pro-Peking busi- 


ALL WE'VE Done IS LoAD 
THE ODDS A BIT IN FAVOUR 
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"group representation constituency" of 
Eunos. 

After the 1984 election, when both 
Chiam and WP chief J. B. Jeyaretnam 
were elected as opposition MPs, botl 
Chiam's Singapore Democratic Party 
and the WP rejected the constitutional 
offer because they felt they were being 
patronised by the PAP. This time both 
party leaders continued to reject the 
offer, but Seow and Lee put pressure on 
their party boss, Jeyaretnam, to accept. 
A WP central executive committee 
meeting on 9 September unanimously 
agreed to let the two candidates go to 
parliament, but only grudgingly. 

A WP statement, recalling the 
party's stand in 1984, said: "If anything, 
the reasons [for rejecting the offer in 
1984] have been shown to be justified by 
the 1988 elections by the PAP govern- 
ment's resorts to brazen threats, deceits 
and irregular practices to prevent the 
election of legitimate opposition mem- 
bers into parliament, thus demonstrat- 
ing, if any further demonstration were 
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Macanese — people of mixed Chin 
and Portuguese blood. = — 

Political observers here noted that 
while Hongkong’s BLDC members in- 
clude two people from the territory's 
pro-democracy lobby, Macau’s BLDC 
members all toe Peking’s line on 
Macau's future, which is unlikely to see 
a democratic system of government. 

Alexandre Ho, the only directly 
elected member of the enclave's Legis- 
lative Council not aligned with any sec- 
tional interest, is not on the list. “It is 
now abundantly clear that anyone who 
is not on their side will be excluded,” 
said a senior local journalist who is plan- 
ning to emigrate to Canada. 

Few pe here expect the Basic 
Law drafting process to be much differ- 
ent from the Hongkong experience, 
which generally has seen Chinese 
BLDC members dictating terms for the 
territory's future mini-constitution — 
though making some concessions to 
Hongkong members' views. 

On 9 October, Macau will hold its 
fourth Legislative Council election 
since Lisbon passed the enclave's so- 
called Organic Law in 1976. The council 
has 17 seats: five are appointed by the 
governor, six are directly elected and six 
are indirectly elected by economic-in- ` 
terest, welfare, sports and trade-union 
constituency groups — all of which are 
dominated by ethnic Chinese interests 
which toe Peking's line. 


es an W 


needed, that the PAP was not interested 
in the emergence of a genuine loyal op- 
position in parliament.” 

Seow, who earlier this year served 72 
days’ detention under the Internal Sec- 
urity Act for allegedly collaborating 
with US State Department officials to 
recruit other lawyers to run as opposi- 
tion candidates, became something of a 
folk hero among Singaporeans starved 
of any political excitement over the past 
two decades. 

"We have to play the game according 
to the rules laid down by the PAP," 
Seow told the REVIEW. “There is a 
Malay expression that we should play by 
the rules and then turn them against 
those who brought them in, if we can." 
Seow would not say which issues he 
would raise in parliament, where he will 
doubtless be a more vocal opponent of 
the government than the more moder- 
ate Chiam. 


ut he is very conscious of the fact 

that in December he faces trial 
on six tax-evasion charges and, if he is 
fined more than $$2,000 (US$983), he 
will automatically be disqualified from 
being an MP. His party boss, Jeyaret- 
nam, was disqualified from parliament 
for five years in 1986 after being found 
guilty of fraudulently presenting his 
party's funds. He was jailed for a month 
and fined $$5,000. 
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.mny constitutional amendment, 


The curterit. cnal has èight Por- 
tuguese and Macanese. The rest are 


ethnic Chinese. The council's chairman | | 


is Macanese lawyer Carlos d'As- 
sumpcao, who was elected with the sup- 
port of the Chinese interests. D'As- 
sumpcao also serves. on the BLDC. 

Political observers here say the new 
Legislative Council's composition may 
change, favouring a larger number of 
ethnic Chinese. However, Macanese in- 
terests will be. taken into account, they 
say. Indirectly. elected council member 
Vitor Ng said consultation is going on 
behind the scenesto sort out who should 
get what seats. 

Ng said there are signs that pro-Pe- 
king trade. unionist Lao Cheok-va — 
who was directly elected to the council 
four vears ago under a "grand alliance" 
of businessmen, workers, and 
canese professionals — might switch 
to the indirectly elected camp’s eco- 


nomic-interest constituency, Observers | 
said the grand-alliance concept would | 


probably not work this time around be- 
cause it was viewed as a blatant attempt 
by Peking to manipulate the last elec- 
tion in. their favour and caused resent- 
ment. |. 
"The Chinese may not participate 
too actively this time because there is no 
need for them to speak out. People 
know what is expected of them and will 
act accordingly," said Ng, who holds 
several passports and whose children 
live in Canada. 


Both Seow and Lee will, under con- |: 


stitutional rules, be unable to vote on 


measures or vote of no-confidence. 


While expecting an outspoken opposi- 

ton presence in the PAP-dominated | 
parliament from Seow, political obser- | 
vers are less sure how Lee, the 70-year- | 
the Barisan | 


old former leader of 
Sosialis, which merged with the WP 
shortly before the last election, will per- 
form. 

Soon after Singapore gained limited 
independence from Britain in 1959, 


Lee's party was a powerful voice in par- | 


liament. But PAP leader Lee Kuan Yew 


~ who has been Singapore’s prime | 
minister ever since — managed to turn | 


the political tables against the socialists, 

and Barisan Sosialis MPs walked out of 

parliament in 1966, never to return. 
Jeyaretnam remained silent about 


his central committee's decision to | 
allow Seow and Lee to enter parlia- | 
But Chiam was critical of the | 
move, which will mean he is joined by | 
two other opposition MPs. “We are ad- | 
mitting that the PAP is the only party | 


ment. 


which can form a parliament," he said. 
Meanwhile, the successful PAP an- 
nounced a new cabinet which retained 


all of the 12 “second-echelon” leaders | 


who are being groomed to succeed 
Lee though some 
ortfolios were reshuffled. Oo 
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Reneging on revolution 


Communists fear Moscow will abandon their struggles 


By Salamat Ali in New Delhi 


p communists have been thrown 
into ideological disarray by the Soviet 
Union's new policies of glasnost and 
perestroika. Their traditional rallving 
cry for class struggle and against im- 
prom and capitalism is in danger of 
eing neutralised as the world com- 
munist movement ponders the implica- 
tions of the Soviet moves for re- 
form. 

The Communist Party of India 
(CPI), which usually takes its cue from 
Moscow, has remained silent on the 
issue, but the usually more pro-Peking 
Communist Party of India-Marxist 
(CPI-M) has shown open 
annoyance even as it con- 
tinues to voice fraternity 
with Moscow. CPI-M mem- 
bers are already discussing 
a central committee draft 
document which does not 
mince words in dealing 
with the new Soviet world 
view. 

Basically, the document 
postulates that aspects of 
the Soviet reform are 
counter-productive and that 
the underlying Soviet argu- 
ment for change will lead to 
Moscow's abandoning its 
support for Third World lib- 
eration struggles. 

Party ideologues such as 
B. T. Ranadive believe that 
though Soviet restructuring 
was intended to end stagna- 
tion in the economic and po- 


litical fields, the simultaneous granting | 


of freedom to popularise "revisionist 
and anti-working class ideas would 
prove only counter-productive." The 
spirit of Marxism and Leninism was 
deeply wounded by the current Soviet 
thesis that to attain world peace, war 


should be abandoned, argues Rana- | 


dive. 

More pertinent to themselves, the 
CPI-M cadres also argue that accep- 
tance of Soviet leader Mikhail Gor- 
bachov's principles would mean the 
abandonment of leftist parties’ "libera- 


tion struggles” in the Third World. If 
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A hundred flowers 


Naxalites split hopelessly into warring factions 


By Jayanta Sarkar in Calcutta 


he once-powerful Naxalites have 

been split by infighting into several 
groups and pushed to the periphery of 
the Indian communist movement. 
Whereas in the late 1960s they confi- 
dently placed themselves on the world 
stage and declared that **China's chair- 
man is our chairman," the current eco- 
nomic and social restructuring of the 
Soviet Union and China has drawn 
muted response. 

What reactions there are have been 
weakly critical. The Naxalite leadership 
sees the Soviets’ denigration of 
Stalinism, and the attempted rehabilita- 
tion of Trotskyism, as playing into the 
hands of US “conspirators.” Maoism is 


still popular among the Naxalite groups, 


| and the Soviets have been criticised for 


invading Afghanistan and the Chinese 
under leader Deng Xiaoping for recent 
economic reforms. 

But ideological and intellectual 
exhaustion has set in. The Naxalite 
movement is no longer sure of its direc- 
tion. It started in the village of Naxalbari 
in northern West Bengal in 1967 as a 
"people's movement" which was to be 
an alternative to the “bourgeois re- 
visionists," which it said dominated the 
mainline Indian communist parties. 
Two years later it named itself the 
Communist Party of India (Marxist- 
Leninist). Its strategy was to take 


the Soviets now believed even in aban- 
doning class struggle to seek peace, the 
wars against imperialism and exploita- 
tion in the Third World, where hunger 
and poverty still existed, would have to 
be given up. 

The CPI-M does not agree with the 
Gorbachov perception that the fear of 
nuclear war fias brought the communist 
and imperialist camps together and that 
the inherent contradictions between 
them are disappearing. It says, on the 
contrary, that the contradictions are be- 
coming sharper now between “im- 
perialism and socialism, amongst im- 
perialists themselves, between im- 
perialists and the Third World countries 
and between capitalists and the working 
class in the capitalist countries.” 


anadive also argues that Gor- 

bachov's observations on Soviet in- 
ternal reforms should not be taken at 
face value. He said that he could not un- 

cwvwavaw derstand how Stalin could 
be portrayed as worse than 
Hitler and also argued it 
would be a falsification of 
history to condemn the role 
of Stalin in the reconstruc- 
tion of the Soviet Union. 

The discussion on the 
draft document will con- 
tinue until the party con- 
gress is held in Trivandrum, 
Kerala, at the end of the 
year. 

Both the CPI and CPI-M 
are themselves in a state of 
transition because their 
leaders, holdovers from the 
Stalin era, are ageing. CPI 
general secretary Rajes- 
wara Rao and other leaders 
are in their 70s and due to 
retire over the next few 
months. A generation of 
leaders in their 60s will 


up the cause of the poorer classes. 

That goal remains largely unat- 
tained. Of the three states in which the 
movement is still active, only in Bihar, 
traditionally split between the land- 
holding class and the poor and tribals, 
has it been able to identify with some sec- 
tion of the peasantry. 


Coxe Naxalite groups have been 
involved in clashes between the two 
classes, though they tend to work at 
cross-purposes, thereby negating any 
positive effects. The Indian People’s 
Front, led by Nagabhusan Patnaik, is 
the most visible of the groups but the 
Vinod Mishra group and the Maoist 
Communist Centre have also been ac- 
tive. Some Naxalites have taken a lead- 
ing part in agitation for a separate state 
by tribals of a particularly backward 
area in Bihar. 

But a political base, derived from an 
identification with people’s ambitions 
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move up, with general secretarv- 
designate Inderjit Gupta taking over 
from Rao. 

The CPI-M, which has the greater 
support of the two and rules in two 
states, does not have a comparable plan 
for a smooth transition. Ranadive is 83 
and party chief E. M. S. Namboodripad 
and several other leaders are over 75. 
Namboodripad wants to retire after the 
Trivandrum congress but it is not known 
if the others are like-minded and 
whether this will have any impact on the 
final party line on Gorbachov's reforms. 

The draft document lists what it be- 
lieves are the Soviet Union's faulty 
views of the world situation: 

» Since World War II, the world has 
become interdependent and integral 
and the main cause of this is the com- 
mon fear of mutual destruction. 

» The lack of war between imperialist 
countries in the past 40 years is leading 
to the modification of contradictions in 
the modern world. This absence of war 
can be easily extended to socialist coun- 


and struggles, does not exist either in 
Andhra Pradesh or in West Bengal. The 
Naxalites have been fairly active in 


^ Andhra Pradesh this year, with the 
| People’s War Group kidnapping several 
| senior administrative and police offi- 

 cials. Others have taken up the cause of 


tribals displaced by construction of the 
Inder Valley project in the state, but 
contact remains limited to agitation over 
specific grievances. 

In West Bengal, the Naxalites’ rural 
activity has now shrunk and is confined 
to a few backward districts. Individual 
killings of the “class enemy," which 
formed a main element in the party's op- 
erations in the late 1960s and the early 
1970s, has not been totally discarded, 
but the Naxalites’ main thrust is against 
the Communist Party of India-Marxist, 
which dominates the leftwing state 
government. 

Of late, the Naxalites have begun to 


penetrate the trade unions of West Ben- 


metet er A MA SBA Mp e AAAI ERA MSAN HAMM ei Ih ed brad ARE S SANDS EATER BAN RENBAMIN E HPO VS PAN B aaro p ga i t a ara A ao no Fr aram atr fue rure reb dir er IH EHI 


tries in view of the fear of mutual de- | 


struction. 


» In dealing with capitalist countries, | 
attention should be centred mainly on | 


freeing capitalism from militarism. The 
“miracle of West Germany and Japan” 


are examples of how capitalism can exist | 


without militarism. 

» The old contradictions that used to 
determine world events have ceased to 
operate and the law of the integral- 


world, which modifies all contradic- | 


tions, is in operation now. 
» Inthe Thirld World, the original im- 


pulse of national liberation has ceased | 


to exist and a new impulse is yet to 


come. (The CPI-M believes this virtu- | 


ally rules out the role of the masses in 
the Third World and that movements 
against reactionary rulers will not be 
recognised by Moscow.) 

The CPI-M document adds that the 


Soviet formulation does not consider | 


the struggle for peace as an integral part 
of the struggle for democracy and so- 
cialism. n 


gal. Small Naxalite trade unions have 
sprung up in the jute and tea industries, 
and also in some engineering units and 
among a section of white-collar employ- 
ees. A front organisation called the In- 
dian Federation of Trade Unions has 
marshalled opposition to computerisa- 
tion. But in educational institutions its 
activities have dwindled to a few institu- 
tions, the most notable of which is the 
Presidency College of Calcutta. 

These activities, added up, do not ac- 
count for much. The disintegration of 
the Naxalites, which began soon after 
the death of its founder, Charu Majum- 
dar, in July 1972, has not been checked. 
Today at least 25 groups fight one 
another even as they talk of forging unity | 
— among themselves and with non-com- 
munist, non-ruling Congress parties. | 
Unification talks have been held since 
1983, but personality clashes stand in the | 
way of the Naxalites regaining the ascen- 
dency. 
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PHILIPPINES 


Regaining the initiative 


Warnings of insurgent gains prompt strategic rethink 


By Eric Guyot and James Clad in Manila 


A: influential and as-yet unpublished 
Armed Forces of the Philippines 
(AFP) study warns that the communist 
insurgency is "slowly gaining the 
strategic initiative." To counter this, the 
study ES a detailed programme 
for fighting *a war of quick decision" 
over the next two to three years, en- 
dorsement of which will be the main 
item of business at a major AFP com- 
mand conference on 16 September. 

In recent weeks, successive versions 
of a 168-page paper by Col Victor Cor- 

us, who once sided with the communist 

ew People's Army (NPA), have circu- 
lated among the various service com- 
mands. The study's recommen- +? 
dations are controversial: for 
example, Corpus urges “with- 
drawing all isolated checkpoints, 
town police forces and [para- 
military] units . . . from enemy- 
controlled areas" as an initial 
tactical move and questions 
the effectiveness of current 
AFP search-and-destroy cam- 

aigns “of short duration, 

ut usually with no decisive re- 
sult." 

The need for a total rethink 
Of strategy became pressing 
when another secret, counter- 
insurgency assessment report 
for the January-March 1988 
period was leaked to opposition 

liticians in July. Dated 10 

ay, the report (whose authen- 
ticity the military did not deny) 
said "the enemy gained [the] tac- 
tical initiative in the major en- 
gagements [of the period]." 

It also said the rebels won all but one 
of 15 decisive engagements recorded; in 
these encounters the NPA suffered 26 
casualties and the military suffered 146. 
Worrying losses of high-powered fire- 
arms to the NPA also occurred. 

Defence Secretary Fidel Ramos and 
senior AFP officers have announced in 
broad terms a new strategy for achiev- 
ing a strategic victory in two to three 
years. The campaign plan, if approved, 
will make many elements of the Corpus 
study official AFP doctrine. One ver- 
sion of the study already forms part of 
the curriculum at the Philippine Com- 
mand and General Staff College. Ac- 
cording to an AFP source, the major 
service commanders have endorsed the 
proposed plan and higher-level ap- 
proval is expected. If implemented, the 
campaign plan would mark a significant 
change in strategy and tactics. 

The study proposes that the AFP 
launch nationwide a "simultaneous and 


sustained campaign of gradual constric- 
tion" in which AFP battalions encircle a 
select number — about 12 — of the 73 
NPA guerilla fronts. The eventual de- 
struction of most of these selected fronts 
within one to two years would "push the 
momentum in favour of the AFP" and 
constitute a "strategic victory." 

This strategy of gradual constriction 
combines two tactics currently employ- 
ed by the AFP. First, small military 
units known as Special Operations 
Teams (SOTs) “counter-organise” vil- 
lages surrounding NPA base areas, 
bringing them over to the government's 
side (REVIEW, 4 Aug.). Secondly, 
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Government troops with captured explosives: strategy re-think. 


armed citizen's groups, the so-called 
Bantay Bayan, consolidate these newly 
won villages and seal off guerilla escape 
routes. In the final phase, the AFP 
would trap elusive NPA guerillas in a 
“decisive battle.” 


he study says the strategy of gradual 

constriction represents “a departure 
from previous AFP search-and-destroy 
campaigns.” To implement the new 
Strategy, the study calls for wide-rang- 
ing changes in troop deployment. Each 
targeted guerilla front will be under a 
single officer, instead of the current 
hodge-podge of overlapping command- 
ers. Depending on the size of the gueril- 
la front, the commander will coordinate 
three mobile battalions, each composed 
of three companies with at least one 
SOT per company. 

According to a senior AFP officer, 
field commanders will be held responsi- 
ble for destroying a set number of 





guerilla fronts within one year. Not sur- 
prisingly, an AFP source said that some 
traditionally minded field commanders 
opposed changes in their established 
routines. 

Overall, the study breaks with past 
Philippine counter-insurgency strategies 
— Letter of Instruction (Lol) Katata- 
gan, issued in 1981, and Lol Mamama- 
yan, promulgated under the administra- 
tion of President Corazon Aquino. The 
proposed programme emphasises sus- 
tained "counter-organising" by the mili- 
tary following an explicitly Maoist line. 
"Waves" of SOTs would conduct NPA- 
style "social investigations" in villages 
to discover local grievances and estab- 
lish pro-government “organisations 
parallel to the [communist] mass organi- 
sations.” 

Despite the study’s unconventional 
proposals, the military appears to have 
slowly accepted its main thrust — the 
need for a war of quick decision. Several 
AFP officers said that the critical 10 
May AFP report on combat op- 
erations for the quarter of 1988 
provided the impetus for this as- 
sent. Although that report said 
that the AFP was winning over- 
all because of numerous small 
victories, it bluntly recom- 
mended a new strategy for “win- 
ning major battles and not merely 
the minor ones.” According to a 
senior AFP officer, the military 
improved its performance dur- 
ing this year’s second quarter, 
but continued to “lose” the 
“major engagements.” 

Various foreign military ana- 
lysts have praised the concept of 
a war of quick decision, but they 
point out that implementation 
may pose difficulties. Targeting 
approximately 12 NPA base areas 
might mean tying down almost 
half of the AFP’s army and 
marine combat battalions. A 
senior AFP officer acknow- 
ledged that this would “stretch” the 
AFP for manpower, but said the armed 
civilian groups would take up the slack. 
Sustaining close to 100 SOTs could 
drain resources. And, according to the 
study, troops will train for SOT duty in 
the field — the AFP does not have the 
luxury of pulling out whole battalions 
for retraining. 

A Western military analyst said that 
a "serious" counter-insurgency pro- 
gramme should transfer extra combat 
battalions from Mindanao to more criti- 
cal areas, such as Northern Luzon 
where, according to the May operations 
report, the NPA had scored its biggest 
successes. However, AFP sources said 
that the proposed campaign plan did not 
entail relocating units to other regions. 

Meanwhile, recent intelligence find- 
ings claim to throw more light on efforts 
by the Communist Party of the Philip- 
pines (CPP) to build up its network of 
support groups in Asia. Following raids 


in February and March (REVIEW, 14 
Apr.), the AFP has continued to arrest 
small clusters of suspected senior CPP 
cadres. An ei page confidential dos- 
sier from AFP intelligence claims one 


alleged cadre, Noel Villalba, in his con- 
fession after his arrest in late June, dis- 
cussed his “coordination” of two Hong- 
kong-based groups concerned with so- 
cial-justice issues. The confession was 
later repudiated by Villalba. 


We dossier alleges he described a 

"CPP  networ Us includes 
Filipinos in Hongkong, in Borneo and 
in Malaysia," with the largest CPP ef- 
fort directed at Hongkong. AFP opera- 
tives say Villalba's later recantation 
does not weaken the information about 
CPP “funding schemes” that allegedly 
take money from private foreign-aid 
groups and siphon much of it off (“60% 
of the total amount”) to the CPP. 

The dossier also claims that informa- 
tion from Villalba shows “the new CPP 
strategy is the elevation of the revolution- 
ary struggle to the Asian and interna- 
tional level; this has the three-faceted 
objective of soliciting foreign funds . . . 
of building up a mass-support base 
among Filipino migrant workers and 
[lastly| gearing up for a campaign to es- 
tablish an [internationally recognised] 
status of belligerency." 

Much of the AFP's intelligence has a 


political impact domes- 

a For example, 

the Villalba dossier 

says "the elaborate 

overseas funding 

scheme outlined by 

Villalba supports ear- 

lier reports of foreign 

funding of the local 

insurgent move- 

ment." But accounts 

like this omit to add 

that, when measuring 

sheer quantum, funds 

paid to the CPP by 

multinational corpo- 

rations here far ex- 

ceed amounts given 

by ideological kins- 

men abroad. Analysis 

of CPP finances (REVIEW, 28 July) 
shows just 7% of the party's national 
budget came from this source. Far more 
important are dollar and yen payments 
to "buy peace" for foreign companies 
working here — the CPP's “tax” de- 
mands often come on top of extortion 
by local politicians, Muslim insurgents 
or plain criminals. 

However, analysts agree that the re- 
cent information, though much preoc- 
cupied with politically motivated, pri- 
vate help for the CPP abroad, does 
show an improved sophistication in in- 
telligence work. Ramos will be seeking 


P195.7 million 
. (US$9.3 million) — 
double the current al- 
location — in the 1989 
financial year (FY) 
AFP budget, for the 
various intelligence 
services. 
If approved, the 
largest sub-allocation 
(253.7 million) would 
o to the Philippine 
onstabulary's intel- 
ligence operatives. 
e requested ap- 
propriations are more 
than twice as much as 
the sums requested 
for civil-military oper- 
ations (285.2 million 
but trifling in comparison to the P.1.24 
billion which Ramos wants budgeted for 
the “foreign military sales account.” 
Ramos will also seek in the 1989 FY 
budget 2585.1 million for an 80,000- 
strong force of “Citizen Armed Forces — 
Geographical Units," the latest label for — 
the government's controversial para- 
military groups. This compares with 
P104.2 million allocated for the same 
purpose in the current FY, which posits 
a 45,000-member force. The usefulness 
of these forces also will be discussed 
during this month's AFP command con- 
ference. 
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CHINA 


to limit missile sales. 


Bad for business 


Gulf peace threatens slump in arms industry 


By Tai Ming Cheung in Hongkong 


eace in the Gulf is bad news for 

China’s arms sellers. Both the war- 
ring countries, Iraq and Iran, were such 
good customers that China is now con- 
templating a sharp falling off in 
weapons sales with no comparable al- 
ternative markets to fill the slack. And 
international pressure may also limit 
sales of Peking’s best-selling item, its 
missiles. 

Nearly 70% of China’s arms exports 
in the past six years went to Iran and 
Iraq, who are now in the process of 
winding down their nine-year war. The 
need to replenish war-depleted stocks 
will keep them buying weapons for only 
a short time, analysts estimate, but al- 
ready Peking is aggressively looking to 
other markets, especially in the south- 
ern hemisphere. 

There has been a flurry of sales acti- 
vity in Argentina and Chile, though few 
firm sales have yet to be made. In the 

ast few years, China and Argentina are 
believed to have cooperated in missile- 
development information and technol- 
ogy. And talking to both South Ameri- 
can countries, whose armies are primar- 
ily deployed against each other, allows 
China to claim that it is once again 
balancing its sales so as not to give one 
side an advantage over another. 

Thailand is also becoming a large 
purchaser, though sales are more politi- 
cal than commercial in nature, with 
weapons sold at "friendship" prices of 
about 10% the market price. Discus- 
sions are being held to buy Chinese 
munitions for Thailand's proposed war 
stockpile and, along with tanks and ar- 
tillery, the Thai navy is now buying 4 
Jianghu-class frigates. 

Outside of Iran and Iraq, however, 
the Middle East still offers one of the 


best markets for Peking. The Middle 
East and South Asia has accounted for 
9576 of China's total arms exports since 
1984, according to a recent US Congres- 
sional Research Service study. “Almost 
every country in the region with a size- 
able military establishment has bought 
arms of some type from the Chinese," 
said a Peking-based diplomat. 

Egypt has purchased between 
US$500-750 million of Chinese arms in 
the 1980s, including submarines, fri- 
gates and fighter planes. Diplomatic 
sources say Libya is estimated to have 
bought US$250-400 million worth of 
arms from Peking and there are reports 
that it, along with Syria, Iran and Pakis- 
tan, is interested in buying the short- 
range M9 missile. 


12 tightening up of the arms market 
globally, and China's lack of a foot- 
hold in alternative markets, will further 
hamper its chances to fill up order books 
in the future. It takes at least several 


| years to negotiate costly arms contracts, 


so that even if orders finally come 
through, the Chinese arms industry 
faces the unpalatable prospect of idle 
production lines in the interim. This 
could see, therefore, a further contrac- 
tion of the arms industry, unless domes- 
tic orders from the People's Liberation 
Army come through — though given 
current financial constraints, this is un- 
likely. 

China is slowly shedding its reputa- 
tion for producing weapons that are 
cheap and tough, but technologically 
backward. Better tanks, aircraft and 
ships are now being produced, either in- 
digenously or through joint ventures. 
But its search for alternative geographi- 
cal and product markets will be in- 
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adequate to sustain present manufac- 
turing facilities. The Chinese estimate 
that arms sales bring in about Rmb 5 bil- 
lion (US$1.34 billion) annually — which 
is more than the Chinese military 
spends on arms. 

A recent article in the Shanghai 
World Economic Monitor argues that 
defence industries must become less de- 
pendent on state resources. This reflects 
the belief that the defence industry is a 
commercial entity rather than one de- 
voted to meeting domestic needs. 

The article points out that though the 
arms industry is now geared more to ex- 
ternal commercial output, in organisa- 
tion it remains a state-controlled system 
dependent on government hand-outs. 
Profits from arms sales go back to the 
state first, though the military or arms 
companies eventually get a share. 

Whether arms production will be- 
come a commercial undertaking is up to 
Peking's leaders. Chinese officials in the 
past have excused controversial arms 
sales, such as the C801 Silkworms to 
Iran, by saying that foreign-policy plan- 
ners have been unable to check to whom 
the military or the defence companies 
have been selling. If arms production is 
further commercialised, the central au- 
thorities may have even less ability to 
control or monitor exports. 

Analysts believe that China's best 
foreign-exchange earners are still its 
missiles. There is keen international 
competition for tank and aircraft sales, 
but China almost alone is able to offer 
missiles without the political complica- 
tions that arise when they are purchased 
from the US or other countries. 

International pressure to limit its 
missile sales is, however, considerable. 
The US hinted at greater technology 
transfers if missile sales were handled 
prudently and responsibly, and US De- 
fence Secretary Frank Carlucci, who vi- 
sited China on 6-10 September, has de- 
clared himself "totally satisfied" that 
Peking will do so. The Chinese have 
been very sensitive to pressure on what 
they consider is a domestic affair and 
the Peking assurance to Carclucci is said 
to have come "from the very top," ac- 
cording to one US diplomat, including 
from paramount leader Deng Xiaoping. 

US military-technology transfers to 
China will now be increased, Carlucci 
said. In the first expression of this easing 
of controls, Washington lifted its objec- 
tions to US companies using Chinese 
rockets to launch satellites into space. 
Some analysts believe this will give 
Washington some leverage over Peking 
in the control of missile sales. 

"So far, Washington has used more 
stick than carrot over Peking's missile 
sales," said the diplomat. “At least if we 
give some incentives for the Chinese not 
to sell missiles, we can threaten to take 
them away if it seems they will export 
again. This will make more of an impact 
on Peking than at present, when we 
have nothing to take from them." oO 
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A TALE OF THE ONE THAT GOT AWAY, AND THE ONE THAT DIDN'T. 
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Whilst holidaying in Singapore, Michael Unfortunately, on bis way home the rod SIA Ground Service Officer, who 


Offord purchased a particular fishing went missing in Los Angeles airport launched a search but to no avail. 


pole hed been longing to own. A distraught Mr Offord contacted the Our fisherman was most despondent as 





GROUND SERVICE. 


the rod he wanted was unavailable in replacement bought in Singapore and denizens of the deep wit! 
the U.S. No problem, our SIA Station flown to Los Angeles. Two weeks later, in bis hand and a smil 


Manager quickly volunteered to have a a happy Mr Offord was out battling the SINGAPORE AIRLINES 
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€ AT Narita airport, luggage trolleys 


: bear a legend that is presumably meant 
| to convince visiting gaijin that Japan is 


doing its bit to even out its trade surplus. 
"Import now — Imports bring us to- 
gether," the sign reads. They are sup- 
posedly addressed to a Japanese audi- 
ence, as foreigners don't have to be 
urged to import Japanese products. 
Strange, then, that the signs appear only 
in English. 

The Japanese capacity for humbug 


seems finely honed. Why the fascina- 


tion anyway for the Roman alphabet? 
Thats the only explanation for the 
inane English-language slogans and tor- 
tuous malapropisms printed on T-shirts 
and sweaters. I had read about them in 
these columns, and found their in- 


: comprehensible gibberish just as de- 


scribed. 

During three weeks of travels 
through Honshu, Kyushu and Shikoku, 
I saw some lulus, the choicest of which 
was headed "Outdoor Life" and went 
on to say: "We go on an expedition with 
a friend and vomit up everywhere we go 
mountains, rivers, roads and is- 
lands." 

€ A PRESS colleague, Daniel Glintz, 
photographed another sort of mix-up, 
caused by the impression that a double 
"o" is the same as the long "o" in Japan- 
ese, plus the common substitution of 
E for ^r," resulting in the notice: 


—— 





€ LIKE many correspondents who 
have for years covered Asia from China 
to Pakistan, I was a neophyte as far as 
Japan was concerned. A three-week 
visit was to remedy that omission in a 
small way. 

In Tokyo, I went to the Yasukuni 
Shrine, which is where the souls of 
Japan's war dead are supposed to re- 
pose, and which had featured in many 
stories of Sino-Japanese rows I had writ- 
ten from Peking. 

I had wondered whether the recep- 
tion of a gaijin would be friendly, but 
the uniformed guard at the temple gate 
gave me a smart salute while a salary- 
man, after bowing and clapping his 
hands in prayer, politely offered to take 
my picture before the altar. 

The adjoining museum, with its pic- 
tures of Japanese soldiers at the Great 
Wall of China, with Bactrian camels and 
nomads as backdrop, seems to be a 


: celebration of everything that scan- 
. dalised the Chinese. 


Tellingly, there was no picture that 
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would logically sum it all up at war's end 

— the surrender ceremony on board the 
USS Missouri. Perhaps, as some Japan- 
ese settlers in Brazil are said to believe, 
Japan did not lose the war at all. 
Perhaps they are right. 

€ IN Hiroshima I again discovered the 
same phenomenon in the stark museum 
in Peace Park, the selective view of his- 
tory in Japan that so upsets the Koreans 
and Chinese. 

From the graphic displays, it was as 
if, out of the blue, the US had come 
along with Little Boy and Fat Man and 
bombed Hiroshima and Nagasaki with- 
out any provocation. There was nothing 
about what led up to the bombing: the 
seizure of Manchuria, the Marco Polo 
Bridge incident, the Rape of Nanjing, 
Pearl Harbour. 

It was as if it all started and ended 
with the Bomb, and that, somehow, 
Japan was more sinned against than sin- 
ning. As a former activist against nu- 
clear weapons in Britain, I had once 
spent much time brooding about 
Hiroshima. But a protracted visit to the 
Pacific region last year, with its still 
vivid memories of the Pacific War, had 
reinforced another side of the picture, 
of how the Japanese had fought fanati- 
cally, practically to the last man, in 
every battle. 

Shoichi Fuji, spokesman at 
Hiroshima City Hall, bent my ear about 
how the Americans had 
never dropped leaflets urg- 
ing evacuation of women 
and children to the coun- 
tryside. "They wanted to 
experiment, and alsotostop | 
the war quickly because the 


Manchuria, and to show 
American strength,” said 
Fuji, who described the dropping of the 
Bomb as “morally wrong because of the 
women and children.” 

€ I NEVER thought I would end up 
approvingly quoting Churchill, but I 


| think he got it right when he said after 


the war that all those who so vocifer- 
ously denounced the bombing of 


Hiroshima were not those who would | 


have had to do the actual storming of 
the Japanese beaches. 

But the Japanese seemed to have | 
won the propaganda battle at the | 
Hiroshima museum, judging from the | 
comments in the visitors book the day I | 
was there: “Terrible, mortifying, sober- 
ing, horrifying, shocking, impossible 
to comprehend, disgusting, hell on 


| earth.” And Habibur Raham Bakal of 


Lahore had written: “A black spot on 
the face of America which created this 
Holocaust.” 

All true in a way, but there’s lot of 
Japanese humbug here too in the in- 
complete view of history. I covered the 
visit of then prime minister Kakuei 


Soviet Union was invading | 
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Tanaka to Peking in 1972, when Japar 
normalised relations with China, 
when the Japanese political boss e 
pressed regret for the “great deal. 
trouble" Japan had caused China. 
Zhou Enlai is said to have remar 
later, Tanaka's apology was “what 
might say when you spill tea over 
woman's dress." E 
e THERE was another weird 
slightly sinister English-language s 
Peace Park, relating to the pigeor 
throng there. "Please be care 
warned, “not to get too close to 
doves. If you touch them, please r 
your mouth and wash your. hands t pt 
vent the disease they carry." What d 
ease, one wonders nervously. 
e | DON’T know if other travellers in 
Japan have encountered this, but 
found that only by dressing in suit ài 
tie, as a gaijin version of a salaryman, 
could I be taken as a serious person in 
stations, hotels and offices -- T-shirts 
and jeans are out for foreigners. Also. 
when asking my way around, | soon . 
found there was no point querying - : 
youths or young men, who would dis- |^ 
solve in silly giggles; salarvmen, whoo 
were often too busy, or older women, 
who speak only Japanese. 
The only people to ask, I soon hap- 
ply discovered, were young women, 
universally pleasant, intelligent and- 
helpful — if addicted to flashing 1960s. 
vintage ‘V’ peace signs. It’s perhaps aso |. 
well for the rest of us that Japanese 
males are such autocrats, and do not |. 
make proper use of the talents of Japan- |. 
ese women, or Japan would be even. |. 
further ahead than it is now. But gain. 
males are free to appreciate them. IS 
@ I SAW few foreign tourists in Japan |- 
outside the main centres, thanks to the - 
high, if now slightly declining, yen, - 
though it is possible to be accommio- 
dated modestly at about US$40 a night 
in so-called "business hotels" near. 
tions. There, you can watch nutty T 
quiz shows. Sample question: what: 
the purpose of a Scotsman’s sport 
"Correct" answer: To hold down hisk 
when he runs... | 
I watched a lot of television the night 
I arrived dead tired at a hotel in € 
(which I thought the liveliest Ja 
| city, while Kagoshima in sot 
| Kyushu was the friendliest) after ha 
been turned away from two “I 
hotels (watch out for the purple cal $ 
graphy!). 
Scorning canned Japanese beer, in 
which I can discern little taste, 1 pur- 
chased a can of ‘Pocari Sweat’ from t 
hotel dispenser, thinking it was 
another quaintly named soft drink. 
three in the morning, wide awake, 1 
arned the 
son for my insomnia from the lab 
"Replenishes lost energy after Hot. 
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; Jagdish Bhatia in New Delhi 
he legend that Jesus of Nazareth 
| visited Kashmir and is buried there, 
| what is now the city of Srinagar, is 
eriodically resurrected among the pre- 
ominantly Muslim population. The story 
of Christ's visit and his burial in the val- 
. ley has long been a part of local lore. 
. Perhaps it is just part of the penchant for 
eloquent hyperbole which is charmingly 
_| characteristic of the valley that has also 
-> produced an admittedly tenuous school 
of thought that Shakespeare might have 
been a Kashmiri. The Christ theory has 
produced staunch supporters — and 
equally vehement opponents. 
Curious visitors prepared to brave a 
maze of squalid alleyways can track 
down the supposed tomb of the Christ- 
ian messiah in the Rozabal area of the 
Old city. The unremarkable sepulchre 
bears faint inscriptions which some have 
asserted are Hebrew characters. 








EDUCATION 


By Bertil Lintner in Bangkok 
: One of the most 
striking outcomes of 
Burma's current 
"democratic revolu- 
tion" isan abundance 
_ of independent news- 
papers and maga- /-—_—___—- 
zines. Even 


ed 
| | quality of the print- 
ing still leaves a lot to 


ROPIE be desired, many fol- 


lowers of the Burmese drama have been 
im ssed with the content of these new 

















"There are witty satires, biting politi- 
cartoons, ps and topical com- 
ries. All this, the Burmese say, 
flects the rebirth of old traditions, 
suppressed but never obliterated during 
?6 years of military rule. 
In the days before the 1962 coup, 
newspaper owners, editors and jour- 
nalists played an important role in 
domestic politics, enhancing Burma's 
Olid intellectual tradition. During the 
. democratic period (1948-62), the Anti- 
. Fascist People's Freedom League domi- 
nated the parliament. But in the ab- 
ence of any real parliamentary opposi- 
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Tracing the source of the legend is a 
task even more labyrinthine than find- 
ing the tomb. But most scholars seem to 
agree that the origin of the story is prob- 
ably a highly imaginative biography of 
Christ, allegedly based on a scroll found 
in a Tibetan monastery, by the Russian 
author Nicolai Notovitisch, and pub- 
lished in Paris in 1894. 

Three years later, the Srivenkata 
Press in Bombay brought out the 
Bhavisya Purana, a Sanskrit "epic of the 
future" said to have been written in 3000 
BC. It foretells the advent of the 7sha 
Putra (son of god) who would be born to 
an ps woman. The boy would 
Journey into the high Himalayas to 
study and attain spiritual enlighten- 
ment. The text goes on to predict a 
cataclysmic war, "after which the son 
of god would return in the avatar of 
a leader who would establish a world 


Students who are steeped 
in tradition of protest 


This is the third in a series of REVIEW 
briefings on Burma designed to give 


| 
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readers the background to current de- 
Beales 


tion, 
served as the unofficial watchdog on 
government affairs, especially in its fre- 
quent interviews with the then prime 
minister U Nu (REVIEW, 28 Mar. 85). 


After independence, Burma had | 
more than 30 newspapers. Apart from | 


the leading ones published in both Bur- 
mese and English, there were also five 
in Chinese, two in Hindi and one each in 
Urdu, Tamil, Telugu and Gujarati. But 
in 1966, private newspapers were ban- 
ned and the new military leadership dis- 
continued annual re-registration of all 
Chinese- and Indian-language newspa- 
pers. Printing, the new directives said, 
must be carried out only in Burmese and 
English. 

Until August this year, Burma had 
only four dreary, state-run Burmese- 
language newspapers and two English- 
language ones. But since they were all 
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Pepe ' stations which maintain Burmese-lan- 
the highly professional press | 
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government of peace and harmony. 

The Bhavisya Purana was de- 
nounced by Western scholars as a liter- 
ary fraud, a view endorsed by M. Win- 
ternitz in his History of Indian Litera- 
ture, published by the University of Cal- 
cutta in 1927. Such dismissive pro- 
nouncements, however, seem to have 
stimulated rather than discouraged 
speculation regarding the Kashmir con- 
nection in the life of Christ. New 
theories and supposed evidence surface 
every now and then, and sink into 
obscurity just as rapidly. 

However, a recently published book 
on the subject, The Fifth Gospel, 1s 
likely to prove both more enduring and 
controversial. Written by Fida Hassa- 
nain, director of archaeology in Jammu 
and Kashmir, The Fifth Gospel collates 
material from diverse sources to sup- 
port the author's thesis that Christ came 
to Kashmir not once, but twice. 

Noting that the gospels are silent 
about the hfe of Jesus from when he was 
14 till 29, Hassanain argues that the 
prophet-to-be left Jerusalem and under- 
took a long and arduous passage to 
India to "become perfect in the divine 
words." The supposed journey took him 


published by the government, their 
news items were almost identical. The 
stories contained little more informa- 
tion than complete lists of people at- 
tending various official functions, ac- 
companied by photographs of long rows 
of the participants. There was no criti- 
cism of official policies and sensitive 
subjects were carefully avoided. 

But despite all such restrictions on 
the media, visitors to Burma often left 
with the impression that the Burmese 
people were surprisingly well-informed 
on international affairs and eager to dis- 
cuss the issues of the day. This was 
thanks to the many foreign broadcasting 


guage services: the BBC and Voice of 
America, in particular, were very popu- 
lar. This, observers say, served to prove 
that no government-imposed isolation 
can ever be totally effective in the elec- 
tronic age. 


B urmese interest in politics and jour- 
nalism is seen as a direct outcome of 
a long and strong tradition of wide- 
spread literacy which was enhanced 
with the introduction of British-style 
education during the colonial era and its 
continuation after independence. In 
1971, Unesco awarded Burma the Mo- 
hammad Reza Pahlevi Prize for its liter- 
acy campaigns. The state-run Working 
People's Daily claimed on 7 August 
1985 that the literacy rate was 81%. 
Education receives. approximately 
1576 of the state budget. Burma today 
has 33,499 primary schools, 1,772 mid- 
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via Damascus to the ancient city of 
Babylon, which was located where 
Iraq is today but fell in about 1000 
BC, and then to Mesene, another 
lost Babylonian city that was a 
meeting place for merchants. From 
here he travelled to Hamedan and 
Nishapur, on the road leading to 
Bukhara. Citing references that the 
tomb of Mary Magdalene, refer- 
red to as a repentant sinner in the 
Bible who became a close follower 
of Christ, has been located at near- 
by Kashgar, Hassanain suggests 
that Christ took her there through 
Bukhara and Samarkand. After 
her death, he turned and followed 
the Indus river until he reached 
Sind, eventually coming to Kashmir 
through what is now Punjab. 
Christ came to be known as 
'Yuz-Asaph' in Kashmir, as re- 
corded by the Kashmir historian 
Mulla Nadri, who has quoted un- 
specified Hindu scriptures that support 
this contention. Hassanain also men- 
tions a shrine in Srinigar called the 
Takht-i-Sulaiman which bears an in- 
scription referring to *'Yuz-Asaf.' 
Hassanain then turns to two Hindu 
texts, the Bhavisya-Mahapurana and 
the Natha-Namavali, preserved by the 
Natha yogi sect among whom Christ is 





dle schools and 750 high schools. There 
are universities in Rangoon and Man- 
dalay, four degree colleges, 14 regional 
colleges and 15 other institutions of 
higher learning, with a total of 211,493 
students, though a fair number of these 
are enrolled in correspondence courses. 
Although older Burmese usually com- 
plain about the declining standard of 
education, it is still considered high com- 
pared with many other Asian countries. 

Students traditionally have been at 
the forefront of Burmese politics. Al- 
though their first organisations 
were of a mainly social and 
literary nature, students in the 
1920s began taking a keener in- 
terest in nationalist and anti- 
colonial issues. The first stu- | 
dent strike occurred in De- 
cember 1920 when thousands 
camped in the Buddhist monas- 
teries at the foot of the Shwe 
Dagon Pagoda to protest a new 
university act, which they 
claimed had been passed with- 
out the public being consulted. 

In 1936, the students 
launched another mass move- 
ment with a much clearer 
nationalist perspective. And 
again, a strike centre was set up 
at the Shwe Dagon. Both in 
1920 and 1936, the public con- 
tributed food and money — an 
old tradition which was revived 
in March and June this year. 
Unlike young radicals in many 
other countries, the Burmese 
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The story of Christ in Kashmir: part of local lore. 


Protesting students in Burma: reviving traditions. 








P! 





referred to as ‘Isha Natha.’ The first 
work refers to the Kashmiri king 
Shalivahana, who ruled between AD 39 
and AD 54, and is said to have encoun- 
tered near Srinagar a “saintly person 
who was fair in colour and wore white 
robes” and claimed to be “the son of god 
... born of a virgin." 

The Natha-Namavali Sutra records 
how ‘Isha Natha,’ who had visited India 





students have always had close contacts 
with the urban middle class, workers, 
peasants and the Buddhist clergy. 
Today, there are two main student 
bodies in Burma, the All Burma Stu- 
dents Union led by the charismatic 
and already legendary Min Ko Naing — 
a pseudonym which means "the Con- 
queror of Kings" and "I shall defeat 
you" — and the All-Burma Students 
Democratic League. But the division 
is more of a tactical than a political na- 
ture, according to Burmese sources. 
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as a boy and returned to his coun- 
try, was crucified by his people and 
entered a state of being which 
caused his persecutors to believe 
he was dead. The guru Chetan 
Natha, meditating in the 
Himalayas, saw the suffering of 
‘Isha Natha’ in a vision, and jour- 
neyed to his side with the use of 
yogic powers. ‘Isha Natha’ was re- 
| vived and taken to “the sacred land 
of the Aryans” where he estab- 
lished an ashram in the lower re- 
gions of the Himalayas. 
Coinciding with the The Fifth 
Gospel is the publication of another 
book, Prophecies of  Veerab- 





search scholar from Andhra Prad- 
| esh, who has revived the old sources 
*| tospeculate on Christ's birth place 
and his second coming. As before, 
these hypotheses have been em- 
phatically contested by spokesmen for 
the Christian community in India 
Amid the vehement rebuttals, these 
books have sparked little curiousity as 
to why these claims should keep crop- 
ping up with almost seasonal frequency. 
Kashmir, with its history of political tur- 
bulence, might not be all that far- 
fetched a setting for a myth concerning à 
once and future prince of peace Oo 


Both organisations as well as the local 
Rangoon University Students Union, 
also led by Min Ko Naing, have carried 
on the old traditions in almost minute 
detail. 

Political ideas may vary within both 
groups. But in the same way as students 
during the colonial days were united in 
purpose, today’s students are unified 
against the ruling elite of what remains 
of the Burma Socialist Programme 
Party (BSPP). 

The intellectual traditions and the 
close links between the students and the 
public — which were upset by the 1962 
military takeover — have so far been 
the core of the movement. Its main 
weakness since the 1920s, however, has 
been an abundance of political idealism. 
Early Burmese political movements 
borrowed from such diverse sources as 
Buddhism, Marxism and nationalism, 
traditions which the BSPP government 
unsuccessfully tried to exploit. 

The future course of Burmese 
nationalism and student activism de- 
pend toa large extent on how education 
will be organised. Right now, subjects 
such as history and political science are 
heavily tainted by the BSPP's own ver- 
sion of events and trends. A future 
democratic government would have to 
allow a much more open academic cli- 
mate and help bring the Burmese youth 
up to date with developments in all 
fields in the rest of the world, which 
would include sending students abroad 
for further studies, well-educated Bur- 
mese say. [I 
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PHILIPPINES 


Naming the good, the bad 
and the ugly of a nation 


By James Clad in Manila 


he Moral Recovery Programme: 

Building a People — Building a Na- 
tion must rank as one of the more un- 
usual documents to emerge from a na- 
tion’s legislature. This report, known 
among Manila’s politicians as the Moral 
Recovery Programme or simply the 
MRP, came out of the 23-member 
Philippine Senate in May carrying an 
endorsement from Leticia Shahani, a 
woman who has been the Philippines’ 
deputy foreign minister, has served as 
under-secretary general at the UN and 
is now a senator. 

“All we have left is our human capi- 
tal," she said while discussing the report 
in a recent interview. "We cannot blame 
others any more for our own failings." 
Shahani's bleak sentiments are echoed 
in the 41-page MRP report, which out- 
lines the "strengths and weaknesses of 
the Filipino character." 

Strengths are diplomatically 
matched with weaknesses, ending with 
a tie at seven each. What follows are the 
report's list of weaknesses: extreme per- 
sonalism; extreme family centredness; 
lack of discipline; passivity and lack of 
initiative; a colonial mentality; lack of 
self-analysis and self-reflection, and 
lastly, the kanya-kanya syndrome, 
(which roughly translates as envy for or 
blaming someone else). 

Arrayed against these deficiencies 
the senate’s researchers note the follow- 
ing positive traits: pakikipagkapwa-tao 
(sensitivity to people’s feelings); family 
orientation; joy and humour; flexibility, 
adaptability and creativity; hard work 
and industry; faith and religiosity, and 
lastly, an ability to survive. 

Courtesy of a senate resolution pass- 
ed last year, the report 
was compiled by “rec- 
ognised experts in the 
fields of psychiatry, 
psychology, sociology 
and other social sci- 
ences” who assisted in 
“identifying such 
Strengths and weak- 
nesses of character, 
and in the formulation 
of measures to solve 


the social ills and 
strengthen the nation’s 
moral fibre.” The 


above inventory was 
the result. 

In a prelude to this 
checklist, the MRP la- 
ments the rapid dissi- 
Shae of the spirit be- 

ind the 1986 uprising 
ousting former presi- 


Search for the Filipino character: joyful but passive. 


dent Ferdinand Marcos. “We must take 
a good look at ourselves," it says, 
"objectively, with scientific detachment, 
but also emotionally, lovingly and. 
when appropriate, with disgust.” 

After its positive and negative litany, 
the report surveys Filipino culture, not- 
ing that it “is not built around a deep 
core .. . the colonial mentality is mani- 
fested in the alienation of the elite from 
their roots and from the masses." There 
is a "basic feeling of national inferiority 
that makes it difficult for Filipinos to re- 
late as equals to Westerners. " 

The report calls for a deeper look at 
the "roots of the Filipino character." 
The report starts first with child-rear- 
ing; this shows “high nurturance, low in- 
dependence training and low discip- 
line." The wider social environment is 
not much better: it contains a "feudal 
structure . . . with great gaps between 
rich and the poor majority." 


E the simple choice of language 
weakens the Filipino. “Using a for- 
eign language [English] which foreign- 
ers can really handle better, leads to an 
inferiority complex . . . at a very early 
age we find our self-esteem depends on 
the mastery of something foreign," the 
report notes. 

Under the baleful eye of the experts 
who wrote the report, every social in- 
stitution in this country seems an abject 
failure. Schools remain "highly au- 
thoritarian" places where students learn 
"passivity and conformity." Religion 


leads to "oppression, exploitation and 
superstition." In politics "the participa- 
tion of most Filipinos is often limited to 
| voting in elections." The report reaches 





|a section 





| preserved 


| 


a crescendo: “Rather than confront our 
poverty and oppression we fantasise in- 
stead.” 

It seems a dismal picture. But in 
entitled “Strategies for 
Change,” the authors make a rousing 
call for action. It is not too late so long 
“individual well as systematic 
changes” occur. These must involve “a 
critical mass of people" because the “et- 
fect of mere individual renewal would 
be shallow and limited, especially since 
many systems and structures in Philip- 
pine society are themselves the stum- 
bling blocks.” 

The MRP is striking, both for its re- 
demptive intent and for its strange cir- 
cular arguments. Love of family is good 
— but sometimes bad. Religion ts good 
— but sometimes bad, too. Quite apart 
from this, the report rapidly collapses in 
upon itself when it urges remedies for 


as as 


| the nation’s predicament. It wants ev- 


erything at once. It calls for a “national 
ideology” and the teaching of “our true 
history.” Those “aspects of the past still 
by cultural communities” 
should remain. The “entire educational 
system" should be “Filipinised.’ 

Nothing is too specific: one day à 
year "everybody will weat use 
Filipino clothes and products only." 
Yet, its scope is wide: the “leadership — 
in the executive, legislative and judicial 
branches of government should be 
models of the positive traits of the 
Filipino." 

Banning foreign TV ads would be a 
step towards cultural authenticity. “Old 
folks will re-tell our town or community 
history in public gatherings,” the report 
predicts. Voce aim will decentralise 


and 


its powers and “establish political 
pluralism” — as if this is something 
parliaments can legislate into exis- 
(ence. 


Last year, when Shahani urged that 
the report be commissioned, she spared 
few words. “Ours is a sick nation," she 
said, "gravely afflicted with interlocking 
diseases." Clearly apalled by the state of 








much of the later Mar- 
cos years abroad) she 
asked the senate 
rhetorically whether 
“cheating has become 


— her countrv (she lived 


a normal way of life in 
the Philippines? She 
| added "What has 
gone wrong? Why can- 
| not we put our own 
house in order? Why 
has Manila become 


one of the filthiest and 
shabbiest cities in the 
world today? 





In a recent inter- 
view, Shahani called 
the MRP “our own 
perestroika,” using the 

| catchword of Soviet 
| leader Mikhail Gor 
bachov's which means 
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restructuring. Demand for copies of the 
report has increased, she said. She 
acknowledged the report is not perfect, 


but her sense of urgency, and of the 

need to reverse encroaching chaos, was 

crei But is the problem of the 
ilipino character unique? 

This is an old spectacle, an old de- 
bate. It is not confined to the Philip- 
pines, nor to Southeast Asia. The MRP 
Joins dozens of similar tomes, often for- 
gotten as quel as they opper. 

In 1984, for example, Shaharuddin 
bin Maaruf wrote about an “indulgent 
and imitative elite” with a “love of gain, 
the desire to get rich at all costs, a crav- 
ing for material comfort and easy living, 
regardless of ethics.” He had a Malay, 
not a Filipino, elite in mind when he 
wrote the book, Concept of a Hero in 
Malay Society. 

Or consider these words: “We all 
abhor corruption . . . but we continue 
nonetheless to become more corrupt 
and with each day our corruption grows 
larger,” said the Indonesian writer, 
Mochtar Lubis, in Manusia Indonesia: 
Sebuah Pertanggungan Jawab (Indone- 
sian Humanity: Taking Responsibility), 
The book’s indictment of the Indone- 
sian character caused a sensation when 
it was published in 1977. 


Me: to the point, the MRP report 
does not seem to say much that 
has not been said before. For exam- 
ple, Teodoro Agoncillo's and Milagros 
Guerrero's History of the Filipino 
People, now two decades old, contains a 
survey of the "common traits of the 
Filipino." 

We learn of “very close family ties" 
with both "reasonable and unreasona- 
ble" sides, including, on the debit side, a 
"tyranny of elders" that reduces indi- 
vidual responsibility. “The Filipino is 
naturally fatalistic" the authors write; 
the Filipino also has “a tendency to be 
indolent.” Sounds familiar. 

For all its quest for Filipino authen- 
ticity, the MRP could become a key 
document for future social historians 
studying exactly the same alienated elite 
about which the report is so caustic. 
After all, members of this self-same 
elite commissioned the report, and ap- 
proved its contents. 

As a diagnosis, the paper offers stun- 
ning candour. As prescription, its diet 
of seminars, pep-talks and confession 
sessions probably have scant chance of 
success. When asking the Philippines to 
find itself, Shahani made a moving and 

owerful speech a year ago to her col- 
eagues. She also quoted non-indigen- 
ous thinkers such as Jesus of Nazareth 
and Socrates. 

Good quotes, to be sure, and well 
placed in the a Yet in a mildly 
ironic way her choice of authorities also 
signals the distance she, and millions of 
her compatriots, have travelled from 
the receding ideal of Filipino authenti- 
city. o 
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Doing business the Asean way 


The Rise of Ersatz Capitalism in Southeast Asia by Yoshihara Kunio. Oxford 
University Press, Singapore, Oxford and New York. S$50 (US$24.45). 


he use of the term Southeast Asia in 

the title of this book is somewhat 
misleading since the author really 
means the Asean region — Thailand, 
Malaysia, Singapore, Indonesia and 
the Philippines. Asean's sixth member, 
oil-rich Brunei, is not discussed here 
because its finances, economics and 
politics are still in the hands of the 
monarch. 

This is an important book if only be- 
cause so few scholars have devoted at- 
tention to economic developments in 
Asean, which, according to Yoshihara 
Kunio, is a capitalist region. Perhaps it 
is precisely for this reason that scholars 
have distanced themselves from Asean 
economics since the term 
capitalism has a some- 
what derogatory mean- 
ing these days, even in 
some Asean states. This 
is not so for Kunio, who 
strongly approves of the 
region's capitalist deve- 
lopment and is deter- 
mined to restore the 
term's respectability. 

For the sake of clar- 
ity, the author has re- 
jected terms like invest- 
ors, businessmen or en- 
trepreneurs to describe 
Asean capitalists. He has 








Sino-Thai success story: eco 


nomic clout. This has been fortified by 
the need of Asean's traditional states to 
look to Chinese support to finance their 
politics. 

The status of the Chinese, however, 
differs from country to country. In Sin- 
gapore, an ethnically Chinese city state, 
to be Chinese is certainly not a disad- 
vantage. In Thailand, too, the Chinese 
have been accepted and well integrated 
into the societv. In Indonesia and 
Malaysia, either because of Islam or be- 
cause of past colonial racial divisions, 
the Chinese are less integrated, and 
though they are citizens, they are not as 
socially accepted as their fellow Muslim 
countrymen. In the Philippines, there is 
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instead opted for French 
historian Fernand Braudel's concept of 
the term capitalist, though not 
Braudel’s view of capitalists as 
speculators and monopolists. Kunio has 
also used the Japanese model of 
capitalist development to study similar 
developments in Asean. 

In his book, The Rise of Ersatz 
Capitalism in Southeast Asia, Kunio 
categorises Asean capitalists as: foreign 
(Japanese and Western), Chinese and 
indigenous. Western capital which was 
dominant in pre-World War II days, has 
sharply declined in the area except in 


Singapore. Apart from the fields of oil | 


exploration and refineries, Western 
capital has been replaced by Japanese 
capital, particularly in such fields as 
textiles, car manufacturing, electric 
appliances and so on. However, in 
terms of finances and ownership, even 
Japanese capital is insignificant in com- 
parison with domestic and home-grown 
capital. 

This domestic capital is dominated 
by ethnic Chinese — mostly citizens of 
Asean countries — whose strong busi- 
ness networks have given them eco- 








no distinction between Filipinos and 
DE uox cem 
t is obvious, then, that the welfare 
or demise of domestic capital is of prime 
Importance to the economic develop- 
ment of these countries and the region 
as a Whole. The amount of capital gen- 
erated domestically is much more colos- 
sal than sums embezzled by corrupt 
politicians such as former Philippine 
resident Ferdinand Marcos. and yet, it 
as received little public attention. 
Symbols of the emergence of this capital 
are the big modern commercial banking 
institutions and department stores 
which have become landmarks in Asean 
capitals. 

Notwithstanding all this, Kunio finds 
many faults in Asean capitalist develop- 
ments. Capitalism in Thailand and in 
Singapore, and more so in other Asean 
states, is still in the service sector with 
the other sectors still dominated by for- 


| eign capital, he says. 


Asean industries are import-sub- 
stituting and have no capacity for ex- 
port, thus slowing down their growth 
Unlike Japan, where industry is the van- 
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been a merger of middle-class interests 
into one force regardless of ethnic origins. 
A more serious problem of the 


the economy, industries in Asean | asthe merchant king. Leopold II of Bel- 
states are not only inefficient but | gium obtained the Belgian Congo for 
costly as well, resulting in non-com- | his country. 


neuve products in the world market. The state in Asean countries has also | growth of capitalism and industrialisa- 
he car industry exemplifies this prob- | played a dominant role in the eco- | tion in Asean, as the author points out, 
lem. nomics. For example, the nationalisa- | is that it is not tuned enough to technol- 


In fact, Asean capitalists are a | tion of Dutch capital in Indonesia in the 
strange breed if seen from modern | 1950s, the buying in Malaysia of British 
capitalist countries. There are crony | plantations and other properties, the 
capitalists, compradore capitalists, | Benteng Programme to promote In- | the technological aspects of their com- 
bureaucratic capitalists, capitalists who | donesian-owned businesses in the early | panies. This non-technological indus- 
became so because they were the child- | 1950s as well as the bumiputra (literally, | trialisation process in Asean countries 
ren of political leaders, politician- | sons of the soil, and in business affairs | is, perhaps, enhanced by the lack of in- 
capitalists and royal capitalists. All | usually refers to Malays) policies of the | terest in science and technology, as re- 
of them seek protection from foreign | government of Malaysian Prime Minis- | flected in the anti-secular societies of 
competition and want to acquire | ter Datuk Seri Mahathir Mohamad | Malaysia and Indonesia. 
monopolies, special licences, subsidies | have all contributed to the decline A very useful part of this thought- 
and other special favours from the gov- | of Western capital in the area. Such | provoking book are the appendices in 
ernment, thus causing all sorts of ir- | state-capitalism has also opened the | which the author lists the major Asean 
regularities in the economies. Thus, one | door for indigenous capitalists to dip | capitalists country by country, accord- 


ogy. The capitalists came mostly from 
the circles of merchant capitalism with 
very little understanding or interest in 








questions their ability for self-growth, | into the world of business and industry | ing to his three catagories. Some in- 
which is, therefore, ersatz. from which they had been excluded in | teresting conclusions could be drawn 

Seen from a historical perspective, | the past. | from these, such as which country had 
however, Southeast Asian rulers, un- | the oldest indigenous capitalists and in- 
like counterparts in East Asia, were t appears, too, that the support of the | formation on their former careers. 
traditionally the first businessmen in indigenous majority is crucial for the | Kunio's list of Indonesian capitalists, 
their respective realms. The sultans of | survival of foreign and Chinese | for example, shows that some business- 
Indonesia, the kings of Thailand and the | capitalists. This can only be achieved | men have survived the Benteng Pro- 


rulers of Malaysia had trading and | through the formation of a strong indi- | gramme, indicating that government- 
mining monopolies. European royal | genous and independent middle-class | created business could be successful. 
families, too, had similar investments, | with a large number of indigenous | The Malaysian list also shows that 
such as the those of the Dutch royal family | capitalists holding big stakes in the | capitalists could originate from 
in railways and oil. King William Lofthe | economy. Perhaps the most desirable | bureaucratic careers which has made 
Netherlands was also the vanguard of | stage of economic development is that | them better suited for business. 

Dutch entrepreneurship and was known | achieved in Thailand where there has — Onghokham 
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SOUTH KOREA 


Hermits in the village 


Over the Mountains are Mountains by Clark W. Sorensen. University of Wash- 


ington Press, Seattle. US$25.00. 


ost writing on contemporary South 

Korea focuses, naturally enough, 
on change. Rock-hurling students, 
striking workers, violent political rallies 
are the stuff of news. However, tempt- 
ing as it is to be swept away by the 
euphoria of change, it is 
even more risky to ignore 
the bedrock of traditional 
Korea. 

For all its dash towards 
modernity, South Korea 
remains very much a coun- 
try of the past. Many of its 
contemporary X political 
battles in the legislature 
are aimed at redressing old 
wounds suffered under the 
militarised presidencies 
of Park Chung Hee and 
Chun Doo Hwan. 

Over the Mountains are 
More Mountains is a 
timely reminder of the 
stubborn continuity of 
South Korean village life 
despite the tremendous 
changes caused by industrialisation and 
the wooing of villagers by city dwellers. 
The book is a detailed study of San- 
gongni, a village in the mountains east 
of Seoul, based on field research con- 
ducted in the mid- 1970s and followed up 
in 1983. 





Village life: bedrock of Korea. 


Much has changed in poor, isolated 
South Korean villages like Sangongni 
since Clark W. Sorensen began his field 
research in 1976. Children now often 
board in a nearby town for school, and 
many, lured by the jobs and comforts of 

wAmcurrom the city, never return. 
More than half of the chil- 
dren born in Sangongni 
between 1941 and 1970 
were living in cities when 
Sorensen returned in 
1983. In Sangongni, às in 
other villages around the 
country, the average age 
of dwellers is rising and la- 
bour shortages have be- 
come more acute. Farm 
plots are becoming bigger 
and the remaining farmers 
are turning to cash crops 
and mechanisation. 

Within the  peasant 
household, at least, Soren- 
sen finds that much is un- 
changed. The underlying 
principles of family con- 
tinuity, the traditional division of labour 
and the tenacious obligation to other 
family members seem to remain un- 
changed by the swirl of change and 
modernisation that has swept through 
village life like a cyclone. 

The book is subtitled Korean Peas- 





ant Households and Their Adaptations 
to Rapid Industrialisation, and the nar- 
row focus of the study does not go 
beyond the household. Unlike Vincent 
Brandt's classic study, A Korean Vil- 
lage, Sorensen's makes no attempt to 
explore the dynamics of the village so- 
cial and political structure and how it 
has been affected by change. 

In Sangongni, at least, it is the child- 
ren of the richer and poorer families 
who are most likely to leave the village. 
Richer families can afford to send their 
children off to school, from whence they 
are likely to migrate to the city, while 
»orer ones leave because they have 
lss land or social standing to hold them 
to the village. How this affects village 

olitics is a question that the book’s lim- 
ited focus precludes it from asking, let 
alone answering. 

At least as late as 1983, the influence 
of the city had yet to make its way to 
Sangongni or affect the structure of 
family loyalties that bound households 
together. Even today, the nuclear urban 
families that squeeze into the family car 
to drive out to the countryside for an- 
cestral rites are playing out a pattern of 
family obligation and responsibility that 
has more to do with village roots than 
with the new trappings of affluence. 

Sorensen’s book goes part of the way 
towards explaining the underlying fami- 
ly structures which allow the stamp of 
the village family pattern to impress it- 
self so forcefully on city dwellers. With 
so many urbanites being recent mig- 
rants from the country, ties to the coun- 
try are based on tangible family bonds, 
not simply a romantic attachment to the 
soil. — Mark Clifford 





INDONESIA 
Idyllic watershed 


Our Hotel in Bali by Louise G. Koke. January Books Ltd, 
Wellington. No price given. 


ne day in 1936, when Bob Koke, a photographer from 

California and his future wife Louise, a talented artist, 
were exploring Bali on hired bicycles, they came across the 
most beautiful beach in the world. **Clear surf lapping miles 
of white and fringed with palms and no trace of human habi- 
tation as far as the eye can see," Bob wrote to Fortune 
magazine later. 

It was the beginning of a new life. Bob left his job in Hol- 
lywood, and, within months, the Kokes had built the Kuta 
Beach Hotel, a cluster of thatched cottages, on a stretch of 
the beach they had earlier leased. Our Hotel in Baliis Louise 
Koke's account of their adventures in Bali during five years 
before Japan's sweep across Southeast Asia in 1942. 

This was at the time when Europeans were snapping 
up chocolate-box oil paintings of a half nude long-necked 
Balinese teenager called Polok, which her Belgian husband, 
le Meyeur de Merpes, endlessly reproduced for an appa- 
rently insatiable market. Balinese women at that time went 
around mostly naked above the waist, which Koke herself 
found inspiring stuff for many of her drawings reproduced 
in the book. “The well-fedness of everything was striking, 


from the thick foliage to the broad-shouldered men and 
sturdy women walking with slow dignity along the roadside, 
backs rigid, hips swaying and balancing towering piles of 
pottery on their heads," she writes. 

Koke's account renders life in Bali idyllic and out of this 
world. The only problems, she says, came from heavy- 
handed Dutch administrators and businessmen. The Dutch 
Controleur, for instance, harassed the Kokes endlessly for 
not paying taxes. Travel agents also sniffed at the hotel, call- 
ing the separate atap-roofed chalets around a central recep- 
tion and restaurant area “dirty, native-style huts.” 

Our Hotel in Bali, which Koke wrote in 1942 in New York 
while her husband was serving in the US Army, was not 
dusted off for more than 40 years, and required few changes. 
It offers a personal insight into the Balinese culture and way 
of life which could be easily compared to other writings on 
the topic by more scholarly authors. The Kokes, however, 
professed they were too busy to study the culture. 

Although obviously a woman of good intentions who was 
fond of her staff, Koke comes across as a bit of a scold and 
nag. Her writing also needs tidying up. And while there are 
some splendid black and white photographs and reproduc- 
tions of her drawings, these are too many. 

Koke, however, introduces many nice touches and per- 
sonal events which make the book worth reading. Her hus- 
band has been back to Bali many times, but Koke says it 
would have been tempting fate to try again. “I prefer to re- 
member Bali as it was," she writes. — Donald Wise 
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lip Bowiingi in Hongkong 
"he struggle between short-term fears of 
inflation and longer-term recession has 
continued to dominate market sentiment. 
But each swing of the pendulum has produc- 
ed a different response in the stocks, bonds, currencies, and 
commodities equation. 
-e Over the past two months, however, both inflation and re- 
cession fears have tended to have a negative impact on share 
_ prices. The Morgan Stanley Capital International Index stood 
- at 436.5 on 7 September, 12% down from its peak of 495.9 in 
August last year. 
|. The heavy weighting of Tokyo in this index has, in fact, 
hidden greater weakness elsewhere. Many markets are now 
trading one half to two-thirds of the way between their post- 
crash lows and their 1988 highs. Hongkong, Australia, Singa- 
pore and Malaysia are about 10% below this year's highs. 
London and New York are 7% below. 
Turnovers have also been markedly lower, a fact not 








By James Bartholomew in London 


œ ell Japan and Hongkong, hold on to South Korea and 
J buy the Philippines. That is some of the advice currently 
eing offered bv technical analysts. "Technical analysts" are 
ockmarket pundits who examine, primarily, the action of 
the stockmarkets themselves. They leave aside price-earn- 
ings ratios, dividend yields, profit projections and other tools 
of fundamental analysis. 
. Instead, they look at what shape the charts of share prices 
are making, what volume is taking place at what moment, 
how many rising or falling days a market has in succession 
and other myriad statistics of stockmarket performance. By 
comparing these with statistics of the past, they make predic- 
tions for the future. 
< Some people regard it as mumbo-jumbo for those who 
ave not got the confidence to make up their own pus 
They scornfully regard technical analysts (or "chartists" 
they are sometimes known) as people who tell you a mnie} 
is going up a long time after the market has moved upwards 
and tel you it is going down when it is too late to get out. 
But few can totally i ign ore this kind of analysis. For stock- 
rkets reflect human hopes and fears. Markets are moved 
b emotion as well as by com pany profits. The charts and the 
olumes reflect the ebb and flow of subjective sentiment. 
echnical analysis is an attempt to be objective about the 
ibjective. Certain patterns do recur. It is true that technical 
lysts will rarely get you in at the bottom and out at the top. 
But they may stop you missing a major move altogether. 
~~ What do the technical analysts now expect of stock- 
markets, especially those in Asia? 
(o The general view of chartists is that markets worldwide 
will fall further. This view is most definitely expressed by 
Brian Marber of Brian Marber and Co., who says that the 
October crash last year was too short. “You don’t end bull 
~ markets just like that,” he says. All past experience, accord- 
ing to Marber, suggests that a second leg of the world bear 
: market will take place and that it will take the shares down 
~ below the low of the first leg. That would mean substantial 
. falls for stockmarkets around the globe. 









































adequately explained by the summer holidays. Most institu- 
tional comment has turned moderately bearish, with the mild 
malaise even spreading to Japan. 

Markets are sensitive to inflation dangers, 
but they have been at least as impressed by 
the apparent willingness of authorities to use 
interest rates to counter them. As a result, 
bond markets have been able to come 
through rises in short-term interest rates relatively un- 
scathed. This has been made easier by the strength of the US 
dollar, with markets concentrating more on the interest-rate 
attractions of a strong economy than on the trade-deficit impli- 
cations. 

The short-term recovery of the US currency (a remarkable 
12% against the Deutschemark in as many weeks) appeared to 
peak at the end of August, and with Japan and West Germany 
clearly set on a ceiling of around ¥ 138 and Dm 1.90, the next 
dollar move could be a sharp fall if trade data turns sour. 

All parties seemed concerned to keep interest rates and 
currencies on a reasonably even keel until the US presidential 
election is out of the way. But market dampening is spilling 
through into a wait-and-see attitude on stocks. 


Technical analysts look to history to predict how Asia's market's will fare 


Charting the future 


Robin Griffiths of stockbrokers James Capel has a similar 
view. He says: "We are into the next down leg of the bear 
trend . . . the broad picture is bleak for equities and we expect 
to see an ordered downward move over the next few months." 

A rather more optimistic view comes from David Fuller, 
author of the investment letter Fuller Money. Fuller is a re- 
visionist — a Deng Xiaoping among technical analysts. He 
does not mind whether he uses a technical cat or a fundamen- 
tal cat as long as it catches bulls and bears. Fuller was one of 
the few to warn of danger signals before the crash happened 
and he also said soon after the crash that the short, sharp 
shock was enough to constitute a bear market. 

He is basically still optimistic, but for the moment he fears 
that rising interest rates have put a cap on stockmarkets. He 
sees equities as ready, willing and able to move ahead, but 
only after the monetary authorities of the Group of Seven in- 
dustrial countries end the current monetary squeeze. Fuller 
is looking for confirmation that interest rates have finished 
their latest upward move. The improvement in US bonds, 
which followed higher unemployment figures on 2 Sep- 
tember, was an encouraging sign. But he still awaits confir- 
mation before relinquishing his current cautious stance. 

The technical analysts generally expect Asian markets to 
participate in the world trend. Japan to some extent is the 
world market as it now constitutes the largest market in the 
world by market capitalisation. But surely Japan is not even 
in a bear market? The Nikkei index established a new high 
only last August. But that new high did not gain sufficient 
new ground to count, according to Marber. And in any case, 
another index, the Tokyo Price Index (Topix), has not estab- 
lished a new high at all. 

Out of four technical analysts contacted by the REVIEW, 
all four agreed that Japan is due for a setback. The analysts 
varied enormously in how bad they expect it to be. Marber 
predicts the market will go down to the lows of last year. That 
means 1,700 on Topix, a drop of about 20%. If that level is 
penetrated downwards, then he would predict a further de- 
cline to 1,300 — a major bear market. He says that if the his- 
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A weaker dollar and lower oil prices could give Japan a 
short-term fillip, removing fears of higher inflation and in- 
terest rates. However, the Bank of Japan’s watchful eye on 
money supply, and cash calls for NTT and other new share is- 
sues, Should remain a brake on any rise. 

On the commodites front, gold remained out of favour, 
dollar strength and excess supply offsetting the inflation fac- 
tor. Oil was sharply weaker, helping to dispel some inflation 
concerns. But foods recovered ground after their July rever- 
sal, and industrials were steady. 

Australian and Malaysian stocks were dragged lower by 
the failure of the hoped-for runaway commodity boom to 
materialise. Taiwan remains impervious to factors other than 
liquidity-driven speculative fever, though there are signs of 
increasing volatility. 

Thailand, on the other hand, has been hurt by higher 
interest rates and may remain dull, though it may have de- 
fensive strength because of dividend yields and continuing 
foreign fund inflow. Hongkong, with the lowest p/e ratios 
in Asia, also has defensive strength but interest-rate wor- 
ries and concern about the position of Chinese party leader 
Zhao Ziyang are likely to keep it a relatively undervalued 
market. 
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tory of stockmarkets teaches us anything, it is that no bull 
market goes on forever, not even if it is Japanese made. 

All the analysts agree that the Japanese stockmarket has 
lost momentum. That is to say that the gains from troughs to 
peaks have become smaller. This makes Fuller cautious too. 
But he is more sanguine than most about Japan. His view is 
that the market is not significantly over-stretched. While it 
may suffer a setback, it will not experience a major bear mar- 
ket. He says the Japanese market is healthy. 

The analysts’ views of Hongkong and Singapore are close 
to their views of the world market generally. Both markets 
have rallied since October and both have seemed to run out 
of steam in the past month or two. On Hongkong. Marber 
says: “The second leg of the bear market has begun, implying 
an eventual decline beneath last December's lows." On Sin- 
gapore, Griffiths concludes: “If peaks form below 1,080 fon 
the Straits Times Index], then a further fall to test next sup- 
port at 900 is likely.” 

The analysts disagree about Australa. Marber again 
takes the gloomy view, saying that it will lose everything it 
has gained in the rally. As with Hongkong, he points to the 
wedge shape of the rise: lines drawn along the peaks and 
troughs of the rally come to a point at the end of the rally. 
This is an indication that there will be a full retracement of 
the gain, says Marber. But Griffiths thinks the market is con- 
solidating and that it has not broken out of its uptrend. He 
says: “The outlook for mining stocks still seems best, and the 
stocks that feature base metals rather than precious should 
be preferred.” 

One trend, though, according to Griffiths, is long overdue 
for a correction. He is not predicting the end of the spectacu- 
lar bull market in Taiwan, but he is predicting a temporary 
setback. He expects the market to come back more than 10% 
to 7,000 or lower on Taiwan's Weighted index. This would 
still leave the longer-term upward trend in place. 

The smaller Asian markets generally are preferred by the 
chartists. They are less a part of the global-village stock- 
market and thus can go a more independent wav. 

On South Korea, Griffiths sees no reason to give up his 
bullish stance. The market has been stalled at around 700 on 
the Composite index, but the trend has not been broken. On 
Thailand, he is a little more cautious. The uptrend is still in- 
tact but would be broken if the market falls below 350 on the 
Securities Exchange of Thailand index. The Philippines, 
though, is considered a sound bet. Both Fuller and Griffiths 
like this market. c 



































World Bank monitors 
emerging markets 


By Anthony Rowley in London 


“hose whose stockmarket horizon is bounded by Tokyo, 
. M Wall Street and London (plus a few European markets) 
-do not know what they are missing. So-called "emerging" 
: markets — in Asia, Latin America and elsewhere — have in 
. many cases outperformed the major markets on both a short- 
and long-term view. 
~ Although numerous brokers track the progress of the bet- 
.ter-known emerging markets in Asia — such as South Korea 
“and Taiwan — only the World Bank's equity investment arm, 
the International Finance Corp. (IFC) monitors all emerging 
`. markets on a systematic and regular basis. 


|. IFC is now offering monthly information on stocks from 


-. 19 emerging markets — in many cases tracking data back to 
51975. The comparative-performance statistics, which the 
= Washington-based organisation has been able tocome up with 
as a result of this exercise, are remarkable in many respects. 
4 Of the seven Asian emerging markets monitored — con- 

-fusingly Malaysia is included, but Singapore is excluded — 
the Philippines has been the most spectacular performer 
| since 1984 in terms of cumulative total returns (including di- 

*'vidends) on a US dollar-converted basis. Taiwan, Thailand 
and South Korea also show up very well by comparison with 
developed markets. 

Within Latin America, the Mexican market also did very 
well over five years (though it fell badly from grace after last 
October's Black Monday) as did Chile and Colombia. The 
markets of Greece and Zimbabwe were the star performers 

in the IFC's Europe, Middle East and Africa grouping. 

For the 13 emerging markets which IFC tracks back to 
1975, there were also some remarkable performances. Tak- 
ing 1975 as 100, Japan's Nikkei index had risen to 1,604 
| by the end of 1987 and the Morgan Stanley Capital Interna- 
tional World Index to 660. These performances, though, 
were eclipsed by Chile, which rose to 2,242 over the same 
period (in US dollar terms), and by South Korea, which rose 
to 1,940. Likewise, Argentina rose to 920. 

A somewhat different picture emerges for the period from 
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last October’s crash up to the beginning of April this year. 
Here the Brazilian market has comfortably outperformed all 
other markets — rising by nearly 6096, while London and 
New York could scarcely manage a 2-3% recovery. 
Tokyo's recovery during this period was impressive, 
eee not so impressive as the markets of Zimbabwe and 
1 


South Korea. Taiwan and the Philippines also did better than 
the major Western markets after the crash, though at the op- 
posite end of the scale the markets of Portugal and Mexico 
were down by nearly 40% and 50% respectively. 

Contrary to popular belief, the volatility of emerging 
stockmarkets is not unduly high according to figures from 
IFC's Emerging Markets Data Base. As might be expected, 
the volatility of Latin American markets was somewhat 
higher than elsewhere (over a five-year period) though sur- 
prisingly low in South Asia and modest, too, in East Asia. 

Although utterly dwarfed by the market capitalisations of 
the big three (Tokyo US$2.8 trillion, New York US$2.6 tril- 
lion and London US$680 billion as at the end of 1987), the 
larger emerging markets are no squibs alongside the smaller 
developed markets. Taiwan, for instance, can stand up com- 
fortably against Sweden or Belgium (or Hongkong for that 
matter) while South Korea's market is bigger than Den- 
mark's, and Norway, Portugal and Austria pale alongside 
the bigger Asian emerging markets. 

There is a very long way to go yet before the US$187 bil- 
lion total capitalisation of IFC's 19 emerging markets begins 
even to approach the US$7.7 trillion total capitalisation of 
the top 20 developed stockmarkets. But it is well to re- 
member that the countries in which the emerging markets are 
located produce 8% of world GDP at present, whereas their 
stockmarkets account for only 2% of global capitalisation. 

In terms of value of stocks traded, the emerging markets 
are again vastly overshadowed by the big three. However, 
turnover on the markets of Taiwan, South Korea and Mexico 
is well ahead of that of many developed markets and in 
Taiwan's case puts all but the five biggest developed markets 
to shame. 

Price-earnings (p/e) ratios vary widely among emerging 
markets when measured against the Morgan Stanley Capital 
International world p/e ratio. As might be expected, Japan- 
ese share ratings are stratospheric in this respect, though 
those in Greece and Malaysia are also surprisingly high, while 
at the opposite end of the spectrum Argentina and Brazil are 
very lowly rated. R 
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notoriously fickle. And can turn profit into 
loss overnight. 

Yet to hedge fully is not necessarily the 
right solution. Whichever way you turn theres 


risk involved. 


Thus it makes sense to turn to NatWest. 


because Risk Management is our business. 


And this is how it can work for yours. 


Well assign you an Account Executive. 


Hell help you draw up a strategy tailor- made 
to vour needs. 

To stabilise the exchange risk he'll propose 
an imaginative financial package. 

His hedging vehicle could involve the use 
of currency baskets. 

He can provide options against an abrupt 


reversal of your projections or an aborted 
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When the business has made a profit, how 
does the Corporate Treasurer explain a loss? 


You know that foreign exchange rates are 


overseas contract. 

With Forward Exchange Facilities he can 
cover you against long term risk. 

Few banks, if any, can deal from such a 
position of strength. 

But then, it does help to be AAA rated, 
have an asset base of over US $160 billion and 
a network dealing in the key financial centres 
of the world. 

Discover how Risk Management can help 
put your mind at rest. Call National Westminster 
Bank PLC. Roger Lacey, 23rd Floor. | Ex hange 
Square, 8 Connaught Place, Hong Kong. Tele- 
phone 852 5-247071. Or Mike Brigden, Chiet 
Manager, 5th Floor, Shell Tower, 50 Raffles 


Place, Singapore 0104. Telephone 65 2204144. 


Risk Management by NatWest & 


The Action Bank 
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w tax rules fuel 
stralian gold diggers 


A Correspondent in Sydney 

T"he next two years should see sharply higher profits for 
-M Australian goldminers as they rush to get in as much pro- 
duction as possible before the gold tax, announced by Trea- 
urer Paul Keating in May, comes into effect in 1991. Gold 
ining traditionally has had a tax-free status. 
- Drilling programmes have been stepped up, feasibility 
studies moved ahead, construction speeded up and cut-off 
grades boosted as miners scramble to optimise their positions 
before 1991. 
~ WHERE TO PUT YOUR MONEY looks four emerging Aus- 
-tralian goldminers in various 
states of development and 
. how they look set to blossom 
during the next two tax-free 
years. 
^ s -Brisbane-based Pan Aus- 
| tralian Mining recently com- 
| pleted its first year of opera- 
tions, turning in a profit of 
¿more than  A$33 million 
~ (US$26.4 million). Gold pro- 
duction at its Mt Leyshon 
.mine, near Charters Towers 
in northern Queensland, was 
:91.400 oz, well in excess of its 
^ forecast level of 85,000 oz. 
The company has begun build- 
| ing a 2 million-tonne a year 
| | carbon in pulp plant which is expected to boost production 
| | above 160,000 oz next year. 
* |... In Western Australia, Forsayth NL has moved rapidly up 
_| from the ranks of the medium-sized producers — it is ex- 
- pected to produce 160,000 oz a year by 1990. Forsayth's most 
exciting asset is its half interest in the 70,000-oz-a-year Mt 
4 Gibson mine, which it shares with Raynolds Australia Mines. 

<> Recent drilling success at the Midway North deposit, 
about 2.5 km from the mine, suggests that a dramatic in- 
crease in reserves is likely. This prompted lively sharemarket 
- interest. Some analysts have compared Midway's potential 
with that of Australia's largest-known deposit, Boddington. 
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The hidden costs of 
trading Thai stocks 


By Paul Handley in Bangkok 
Fe institutions have not found investing in the Secu- 
^ rities Exchange of Thailand (SET) as straightforward 
as they had imagined — or as straightforward as it is for in- 
dividual investors. Fees for custodian and related services, 
for instance, are unexpectedly high for institutions and sub- 
stantially raise the costs of a Bangkok position. While some 
of the high charges can be explained by the difficult paper- 
work, even these costs are slowly being brought down by 
competition. 
he basic cost for any investors in the SET is the 0.5% 
broker's commission on the value traded of ordinary and pre- 
ferred stocks and debentures. This commission is unofficially 
discounted at times for big customers. The trading commis- 
sion is likely to remain unchanged. Thai brokers in recent 
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While Delta Gold is not yet in production, it is involved in 
two gold projects which could turn it into a 100,000-0z-a-year 
goldminer by 1990. Delta has a 40% interest in the 750,000- 
oz Granny Smith deposit near Leverton, Western Australia. 
High hopes for the project have seen Delta's share price 
surge from 22 A cents to more than 60 A cents. Analysts be- 
lieve that as the project comes closer to fruition, Delta shares 
will find a niche around A$1. 

Over the past three months Placer Pacific — which owns 
the remaining 6076 of Granny Smith and will fund all costs up 
to the decision to mine — has been conducting an intense six- 
rig drilling programme. The partners recently decided to 
forgo more drilling and concentrate on bringing the mine into 
production as soon as possible. Present reserves are esti- 
mated at 9.8 million tonnes, grading 2.37 grams a tonne, 
though recent drilling is understood to have enhanced those 
figures "significantly." 

A 2 million-tonne a year plant is envisaged and initial 
production is estimated at 
180,000 oz annually. Delta's 
Golden Valley joint venture 
with Peko Gold is about to 
begin producing at a rate of 
35,000 oz a year. On a more 
speculative front, Delta has a 
100976 interest in a Hartley 
platinum project in Zim- 
babwe, which has a potential 
yield of 100,000 oz a year. 

Union Gold is an explorer 
sitting on some potentially 
valuable ground at the Mac- 
raes Flat project, which it 
shares with BHP Gold, on 
the South Island of New Zea- 
land. Union's share price has 
surged in recent weeks on 
news that a drilling program- 
me carried out by BHP Gold has nearly doubled the reserve 
estimates. On present estimates, Macraes Flat has a resource 
of 13.5 million tonnes, grading 2.3 grams a tonne gold. 

Although the feasibility study has not yet been com- 
pleted, analysts expect Union's share of production could be 
as much as 20,000 oz a year based on present figures. Union 
has a 30% stake in the venture, with BHP Gold holding the 
rest. With both Union and Delta having open share registers, 
the prospect of corporate activity as their respective projects 
near start-up, should not be discounted. R 
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weeks floated the idea of raising the rate, only to be put down 
quickly by the head of the SET, Maruey Phadoongsidhi. 

After the broker’s commission, there are taxes. Individual 
domestic and foreign investors are exempt from capital gains 
tax. For foreign institutional investors and mutual funds, how- 
ever, a 25% withholding tax is levied on capital gains, unless 
the country which is the immediate source of the investment 
has a bilateral tax treaty with Thailand. 

Countries with tax treaties include Belgium, Denmark, 
West Germany, France, Indonesia, Italy, Japan, Malaysia, 
the Netherlands, Norway, Pakistan, the Philippines, Poland, 
South Korea, Sweden, Singapore and Britain. The list’s main 
omissions are the US and Hongkong. Both, especially Hong- 
kong, are important sources of funds flowing into the SET. 
“That is a very grey area,” said one broker analyst. 

“Grey” because many Bangkok brokerages are willing to 
help Hongkong-based money skirt taxation on capital gains. 
It helps that much of investment money from Hongkong can 
be sourced, artificially, to countries included in the tax- 
exempt list. 

Individual investors see 15% of their dividends deducted 
at payment, while institutional investors lose 2076. Brokers 
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f» are living or working abroad, Abbey National 

will help you make the most of your money. 

: Jersey's genial financial climate, your funds will flourish 
surely as the flowers. And now that Abbey National 
established in the Island, you can have all the benefits 
‘a building society account with high, tax-free interest, 

ad much more besides. 

We've joined forces with The First Nationàl Bank 
" Chicago to introduce a fast and highly efficient 
‘ternational money transfer system which allows you to 
ansfer money from your bank account to your Offshore 
vestment account, wherever you happen to be. 

Our Offshore investment accounts are so flexible, 
xu'll find exactly the right one for your needs. Offshore 
us offers instant access and five rates of interest, 
*pending on how much you wish to invest. You can start 
ith just £500. Offshore 90 offers even better rates (at 90 
ays’ notice), and you need £1,000 to get started. In all 
«ses, no tax is deducted; your interest is paid in full. 

Now we've 
santed the thought, 
snd us the coupon. 


And we'll really 
"t things growing. 
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ast, flexible cash flow and high-rate tax-free interest. 


~ NOW, WHEREVER YOU ARE 
IN THE WORLD, YOUR MONEY 
GROWS BEST IN JERSEY. 





To: Peter Donne Davis, Managing Director, Abbey National 
| (Overseas) Ltd, PO Box 545, Abbey National House, 
| Ingouville Place, St Helier, Jersey, Channel Islands. 


Please send me full details of the Abbey National 
| Offshore Plus & Offshore 90 Accounts, including current 
interest rates. 


Name. 
| Address — ens TEIE 


| Country ^C VAR, >- a 











| Telephone number. 
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WHERE TO PUT YOUR MONEY E 


do not charge for collecting dividends. Stamp-duty fees for 
registration can also be charged in the case of listed com- 
panies whose registrar is not the SET. The SET, registrar to 
about 70% of the companies, charges nothing now, but will 
probably institute a fee after clearing the backlog of registra- 
tions and after a new depository centre is set up. 

The big costs for foreign institutional investors have been 
"shareholder protection." Custodian services offered by 
local banks, and complementary services such as dividend 
and rights collection, subscription for new issues and foreign- 
exchange repatriation, add a lot to the cost of investment. 
One broker recalled that a customer ended up owing the cus- 
todian bank for dividend collection because the dividend was 
less than the bank's Baht 600 (US$23.52) minimum fee. 

Many banks offer the services, but those with most busi- 
ness are the Hongkong & Shanghai Bank, the Siam Commer- 


Olympics mean gold 
for Korean art dealers 


By Ellen Salem in Hongkong 


ealers who have been hoarding their stock of fine, old 
Korean chests and folk paintings in anticipation of the 
surge of interest in Korean artifacts as a result of the Olym- 
pics, could well emerge as the undisputed winners in Seoul. 

In conjunction with the Olympics, the Korean National 
Tourist Association will publicise Korea's culture. These ef- 
forts include 18 package tours highlighting places of historial 
interest as well as the Olympic Arts Festival (REVIEW, 8 
Sept.). Most dealers are confident that the publicity and ex- 
posure given Korean artifacts will heighten the activity in a 
market that hitherto has been the preserve of the South Ko- 
reans, Japanese, museums and serious — but hardly numer- 
ous — collectors. 

New, and particularly Western collectors are expected to 
buy heavily in two genres that are most easily appreciated 
and understood by the novice in Asian art — furniture and 
folk paintings. 

But the buyer should be wary. The supply of genuine, fine 
antique chests has been short of demand since the early 
1980s. South Koreans began collecting antique chests (those 
more than 100 years old) in the middle 1970s when the nation 
saw a surge of interest in its own anti- 
ques. Asone dealer in Seoul remarked: 
"All of a sudden, every middle-class 
family had to have its one antique 
chest, its one Koryo celadon and its one 
Yi dynasty ceramic vase and its one 
literati painting. By the early 1980s, 
one folk painting had become a must as 
well.” 

At the same time, a few foreign 
dealers were scouring the country, buy- 
ing up sizeable stores of good, bad and 
indifferent Korean chests and still inex- 
pensive folk paintings, while the weal- 
thy South Korean and foreign collec- 
tors were buying up the limited store of 
very fine, rare pieces. To compound 
the problem of scarcity for the foreign 
buyer, many of the fine, rare pieces are 
registered by the South Korean Gov- 
ernment and, thus, cannot leave the 
country, though they can be sold on the 
open market. 

The result is that certain types of 
Korean chests are now difficult to find 








A Korean chest: hard to find. 





cial Bank, the Bangkok Bank and the Thai Farmers Bank. 
Some have charged up to 0.25% of transaction value for 
handling and storage, but competition is making this increas- 
ingly rare. For registration and safekeeping charges, 0.1- 
0.125% is now almost standard. 

The Hongkong Bank quotes Baht 300 to open an account, 
Baht 1,500 in annual account fees, and 0.125% of the con- 
tract value for each transaction. The fees are all-inclusive, 
covering registration, dividend and rights collection, com- 
munications, periodic account statements, safe custody and 
repatriation of funds. Fund repatriation, which often entails 
extensive paperwork and trips to the Bank of Thailand — the 
central bank — is one of the most costly services. The 
Bangkok Bank bases its services on a schedule tied to the 
number of shares handled, rather than the value of shares. 
The bank charges separately for each service. u 


and expensive. In particular, there is a limited supply of 
chests made from fruit woods for the royal family and the 
scholar elite and used as furnishing in scholars' studios or for 
upper-class bridal trousseaux. Nonetheless, a genuine book 
chest is still inexpensive compared with Chinese or Japanese 
furniture of similar age and quality. 

High quality reproductions also abound. Telling the real 
from the bogus can be difficult for the amateur, since many of 
these are fashioned out of old wood and decorated with old 
fittings. Enthusiasm for things Korean should not tempt the 
novice to fritter away funds on genuine, but poor quality fur- 
niture made for the commoner during the late Yi dynasty. 
(1392-1910). Most of this furniture is of pine or elm and the 
metal fittings tend to be simple. Pine and elm blanket chests, 
with finely worked metal fittings are, however, considered a 
wise investment. 

Buyers should keep an eye open for quality folk art — and 
particularly paintings — as well. The term folk art, when 
used in the Korean context, refers to art objects, ranging 
from pottery to paintings, that display a native Korean 
character that is quite different from the Chinese-derived 
style of Yi dynasty literati paintings or the celadon porcelains 
produced in the Koryo period (918-1392). As with Korean 
chests, good pieces of folk art are increasingly hard to find. 

Thus, dealers believe that folk paintings — which have yet 
to gain a market outside of South Korea and Japan — have 
the best potential for appreciation. The entire surface of 
these paintings — executed by anonymous artists — is usu- 
ally filled with symbolic animals, plants and other objects. In 
contrast to literati paintings, colours 
are usually bright and the use of blank 
space was not part of the folk-painting 
convention. For example, in the Ten 
Symbols of Long Life Screen, the ten 
symbols of longevity — sun, clouds, 
water, rocks, deer, cranes, tortoises, 
pines, bamboo and the sacred fungus 
— are usually portrayed. These sym- 
bols, either individually or in grouping, 
appear on all types of Korean folk ob- 
jects including scroll paintings, em- 
broideries, ceramics and wooden, 
bamboo and lacquer chests. 

Dealers do not expect that the interest 
in things Korean that the Olympics will 
generate will have much impact on the 
market for literati paintings. The 
reason for this, dealers say, is that there 
does not exist a body of scholarship in 
Western languages on literati paint- 
ings, nor are there experts in the West 
who are qualified to advise potential col- 
lectors on the authenticity of what are 
already very expensive paintings. D 
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to the Vancouver bourse 


By Ashley Ford in Vancouver 


i n 1907 the Vancouver Stock Exchange 

(VSE) was founded to pone à capi- 
tal-raising marketplace for the emerg- 
ing resource-based economy of Western 
Canada. Some 82 years later, the VSE 
has outgrown its provincial beginnings 
and is North Amercia's and one of the 
world's leading venture-capital stock- 
markets. Now it is poised to grow out- 
side its North American investor base 
and has set its eyes on Asia and Europe. 

What sets Vancouver apart from the 
better-known and respected 
North American exchanges is that it 
provides a marketplace for companies 
with potential, rather than perform- 
ance, as their main attraction. Typically 
these are small mining companies seek- 
ing capital to explore promising leases. 
To secure a listing on the VSE they need 
little more than the results from a few 
diamond drill holes and a prospectus 
giving a clear warning to would-be in- 
vestors that the venture is highly 
speculative. 

“Speculative” sets the whole tone of 
the market. It opens the door to un- 
savoury manipulation in some stocks 
which has given the market a somewhat 
seedy reputation. It also means the 
majority of new stocks which come to 
the market will fail. But those which 
succeed offer very high rewards to in- 
vestors who get in on the ground floor of 
new issues — which keeps the money 
flowing into the market. 

In 1987, the exchange traded a re- 
cord 4.8 billion shares, valued at C$6.7 
billion (US$5.5 billion), making it the 
third most active in North America. In 
addition, it set new financing records of 
C$3.1 billion, up 91% from 1986. 

Of more than 2,100 listings, 65% are 
resource-based with interests primarily 
in precious metals exploration and de- 
velopment. The remaining 35%, and 
the category now attracting increased 
offshore interest, are chiefly hi-tech and 
junior industrial companies. 

While an estimated 25% of invest- 
ment still comes from the US, European 
investors, particularly from Britain and 
West Germany have found fertile in- 
vestment ground at the Ne Euro- 
peans now account for 15% of money 
flowing in, with the remainder coming 
from Canada and Asia. 

The VSE is still struggling to re- 
cover from last October's stockmarket 
crash. For the first six months of this 
year, trading volumes fell 30% to 1.8 
billion shares. Values fell even further, 
by 51% , to C$1.8 billion over last year's 
performance. The average trading price 
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per share was 99 C cents, compared with. 
C$1.41 a year ago. | 

Financings for the same period were - 
only off 4% to C$578.9 million, indicat- 
ing a reasonably strong investor it 
terest. New listings, at 165i in the firs 
months, showed an 11% gain. 

What most attracts investors to thé 
VSE is its less than onerous listing: 
requirements. Exchange president 
Donald Hudson says the venture-capis 
tal focus is the exchange's major: 
strength. He acknowledges that the 
VSE has had it fair share of unethical 


behaviour in the past year, but points. | 


out that it plans to tighten its regula- 
tions, In addition, the British Columbia 
Securities Commission securities” 
regulation is a provincial jurisdiction in 
Canada — recently was given stronger 
powers to enforce fair play in the mar- 
ket. The recent computerisation of trad- 
ing is also expected to make the job of 
regulators more easy. 


| n its search for new business, the VSE 
is fixing its gaze upon Asia, especially 
Hongkong. Hudson has led a succession E 
of marketing missions to Hongkong and. | 
other Asian cities such as Singapore, | 
About a year ago the exchange ap- | 
pointed John Henderson, managing di- | 
rector of Pacific Rim Ventures, to reps | 
resent it in Hongkong. i 
There are increasing signs that some.) 
Hongkong investors, at least, are ine | 
terested. Chin Tung Holdings, which. | 
was subsequently taken over by Stans | 
dard Chartered Bank, purchased a seat | 
on the VSE for C$275 ,000 and is about 
ready to activate it. RJP Electronics has. 
become the first Hongkong-based coni 
pany to inter-list on both the Hongkong. 
and Vancouver exchanges. Henderson 
says there is considerable interest from 
other Hongkong companies. 
Pacific International Securities Inc. 
a Vancouver-based securities firm, i 
opening an office m Hongkong to seil. 
Canadian securities and stocks, 
Deregulation of the Canadian sec- 
urities industry has further opened up 
membership of the exchan ge, especially 
to foreign and non- -industry ownership.. 
There are 48 brokerage houses. l 
It is venture capital, though, which 
will continue to represent the cor 
nerstone of the VSE. “Despite the cur 
rent slowness of the market , as wellas 
the shifts that have taken piace m the in 
ternational securities markets, there is 
every evidence that there will continue 
to bea strong need for capital for start- 
up ventures, " says Hudson. a 
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Ban < stocks for 
fety or fantasy 


| By Review Correspondents 


3 As bank stocks are a mixed bag. They range from the 
. IP" underpriced yet solid profit performer to the overpriced, 
high-risk gamble. | 
_. Taiwan's banks are a favourite of local speculators. But 
-they are way overpriced and their exact value is something of 
=a mystery. 
© So expensive are Taiwan bank stocks that the market 
capitalisation of any of the top five is enough to swallow 
whole Citicorp of New York, one of the world's largest 
o banks. The smallest is Chang Hwa Commercial Bank, whose 
Stock is valued at around US$9.7 billion. All have historic 
price-earning (p/e) ratios in excess of 100. 
¿cc However, the much talked about privatisation. of 
the three large state-controlled banks — 
Chang Hwa Commercial Bank, Hua Nan 
Commercial Bank, and First Commercial 
Bank — in the next year, after revision 
“of the bank law, should dilute their 
limited floats and force the price down 
sharply. 
- ..some analysts, nevertheless, think the 
banks could be a reasonable long-term 
play. Liberalisation of Taiwan's financial 
sector will benefit the banks as the service 
industry grows and privatisation turns 
them into a business instead of an arm of 
government. Their large landholdings also 
make them attractive. 

Taiwan banks were profitable for the 
“fiscal year to June 1988, and this should 
«continue into 1989 on the back of the boom 
-in export-import business. Stock-broking 
activities in the booming stockmarket has 

been a major earner for them. The banks' 
balancing of loans and deposits, once 
inefficiently managed, has been improv- 
ing. 
^. Hua Nan was the top profit earner in 
..1988, with after tax profits of NT$2.76 bil- 
"lion (US$95.8 million) on revenues of 
-NT$24.54 billion. Earnings per share for 
:the three are expected to increase in 1989 
from between 10.3% to NT$8.70 for 
Chang Hwa, up to 13% to NT$8.50 for 
- First Commercial. 
. Hongkong's small listed banking sector has performed 
worse than the local bourse's Hang Seng Index this year, 
mainly reflecting the sagging share price of the Hongkong 
nd Shanghai Banking Corp., which dominates the sector. 
: The Hongkong Bank's evolution into a global banking 
‘oup, with an increase in lesser-developed country debt ex- 
9sure, and poor returns in the banking sector worldwide, 
1ave sharply knocked investor confidence. Higher interest 
rates and the start of an economic slowdown in Hongkong 
and the territory's main export market, the US, could also 
hurt the appeal of banking stocks generally. 

The Hongkong Bank's share price currently stands on an 
8.5 times historic earnings ratio and 6% dividend yield, the 
- highest in the banking sector. But with its solid core, and the 
strength and diversity of most of the foreign interests, the 

bank at these levels would appear a cheap buy. 
^. However investor interest has focused instead on the 
Hongkong Bank's 61% -owned subsidiary, Hang Seng Bank, 
and the Bank of East Asia, the third major banking stock in 














Hongkong. Both banks are anchored in Hongkong, and their 
profit is benefiting from the E in trade finance and 
mortgage business. Hang Seng is highly regarded, but its 14.8 
US earnings ratio and 3.89% yield suggest it is well 
valued. 

Hongkong's other banking stocks have too limited a scrip 
issue and appeal to major investors. Ka Wah Bank, Union 
Bank and Hongkong Industrial & Commercial Bank (HICB) 
suffered lending problems in the mid-1980s, and were bailed 
out by the government or underwent capital reconstruction. 
Ka Wah is now 75% -owned by the China International Trust 
and Investment Corp., while Union Bank is controlled by 
Modern Concepts, a joint venture between US entrepreneur 
Robert Miller's Search International and China Merchant 
Steam Navigation. Both banks reported rising earnings at 
their interims this year. But there is no indication when di- 
vidend payments will resume. 

In Thailand, the 15 local banks are mostly clear of the 
1983-87 slump — lending and deposit growth overall should 
hit 20% and 17% respectively this year, and mid-year income 
reports were average to good for most. However, mid-term 
prospects are mixed, as continuing cut- 
throat competition trims margins. 

Bank counters are listless. Thai in- 
vestors are not interested, unless there 
is a short-term play. However because 
foreign institutions want banking scrip, 
some banks still trade at a premium 
on the SET foreign board. (Foreign- 
ers can own only 25% of any bank's 
shares.) 

Most brokers are recommending 
against giant Bangkok Bank, and it shows 
in the bank's foreign board trading: in early 
September Bangkok Bank's shares traded 
at Baht 315-317 (US$12.35-12.43), com- 
pared with Baht 311-313 on the main 
board. Mid-year profit was down, because 
the bank ‘ook a large portion of income into 
loan-loss reserves. Many feel this could 
happen again. 

The more popular Thai Farmers Bank 
(TFB) and Siam Commercial Bank both 
traded at 9-12% premiums on the for- 
eign board in early September. Local pun- 
ters see the more conservative TFB as less 
interesting, but both are well managed. 
Bank of Ayutthaya and the Thai Military 
Bank have shown some agility and aggres- 
siveness; they have had the most rapid cre- 
dit growth of the big six. However, brokers 
are debating the quality of the newly 
booked loans. Some prefer the smaller 
Thai Danu and Nakornthon banks — conservative and 
steady. 
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p of Asia (BoA) has been the most popular counter 
recently. Now emerging from a central bank bailout, 
BoA's somewhat maverick management has by-passed de- 
posit wars by seeking interbank funds. Because of tight 
liquidity, analysts say the bank is now raising funds from 

roperty sales. BoA's first-half profit surge was buoyed by 
and liquidation. Another sale is widely rumoured to be 
under negotiation. Bangkok Bank of Commerce lags BoA, 
but its management is considered no less adept. 

Japanese banks have been lacklustre since bond yields 
soared in May 1987 and have underperformed the market. 
The reason is clear: bank profits tend to fall when interest 
rates rise and spreads are squeezed. The Bank of Japan, 
the central bank, has been tightening its monetary policy for 
several months. 

Two further reasons to be bearish are the liberalisation of 
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the Japanese money markets, which will intensify competi- 
tion among the banks and squeeze margins, and the need to 
raise more capital to conform with international banking 
standards which will reduce the room for manoeuvre. In the 
short term, they face an awkward transition. 

The need for fresh capital creates other uncertainties. All 
have gone to the market to issue shares and convertible 
bonds on a massive scale. This was expected to lead to a large 
support operation for their share prices, but only the Indus- 
trial Bank of Japan and Mitsubishi Bank were boosted. 

Brokers are uniformly negative about the sector, which 
suggests buys should be selec- | 
tive. Jardine Fleming is rec- 
ommending Mitsubishi and F 
Fuji as short-term oppor- 
tunities. Barclays de Zoete 
Wedd shares the enthusiasm 
for Mitsubishi, but for long- 
term reasons. Hoare Govett | 
recommends Fuji and 
Sumitomo in that. “both are 
well managed, high-quality 
banks, likely to weather the 
dwindling earnings storm 
better than other city banks.” 
The small sogo banks were 
expected to receive a fillip 
from talk of possible restruc- oppor 
turing and mergers, but this | | MALAYSIA. > 
has not materialised yet. iiiter , 

Philippine banks are NC 
among the least active stocks 
on the Manila. stockmarket. 
There are 12 listed banks but 
only half are traded. The five 
"most active" of the bank 
stocks have a combined mar- 
ket capitalisation of P6.46 
billion (US$307.6 million), of 
which industry leader Bank ev. Bank of 
of the Philippine Islands (BPI) | Waemuneben e 
accounts for P3.7 billion. TatLeeBank po 

Not that there is no de- : | Overse 
mand for bank shares; some 
of these are blue chips that in- 
vestors are only too willing to 
include in their portfolios. 
But most Philippine banks 
are under the control of 
families or business groups. 
Analysts estimate that only 
15-20% of listed banks’ 
shares are traded. 

Banks are thriving under 
current economic conditions. 
BPI, the biggest private 
domestic bank in terms of 
revenue, posted a 1987 profit 
of 2303.1 million, up 22.8% 
from the previous year’s. BPI was last traded at 2370 a share, 
which was 12.2 times earnings. The biggest bank is the state- 
owned Philippine National Bank (PNB), which might be 
privatised. Last year, PNB earned P 1.01 billion. 

The current high cost of intermediation in the Philippines, 
where lending rates far exceed those granted on savings de- 
posits, plus the the high yields from government securities, 
translate into bigger profits for most local banks. The local 
commercial banking system continues to be awash with cash 

owing to their selective stance on lendings despite the in- 
creased demand for funds. 
. Of the listed banks, BPI is expected to post a 25% profit 
increase this year. Philippine Commercial International 
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Bank, which was recently re-acquired from the state-run De- 
velopment Bank of the Philippines by a group led by John 
Gokongwei and the Lopez family, is projected to increase 
profits this year by 43.8% to about P400 million. PCIB 
shares last traded at P 36, or 10.6 times earnings. 

The economic recovery should also boost opportunities 
for the banks. Bank financing for house construction and 
consumer durables is likely to grow. 

Singapore's brokers find little to get excited about in the 
local banking sector. Corporate earnings have improved but 
prices are thought to reflect value fully. Brokers do not ex- 
pect anv significant increase 
in profits next year. The 
major exception is Umt 
ed Overseas Bank (UOB), 
which has always been under- 
valued by the market. dt 
"is long overdue for a re- 
rating.” said Hoare Govett's 
steve Davies. With strong 
retail banking and exten- 
sive operations in. Malaysia, 
UOB is expected to gain 
from the upturn in both coun- 
tries? economies. Analysts 
forecast fiscal 1988 earnings 4 
share at around 41-43 Scents. 





evelopment Bank of 

Singapore (DBS) could 
be a buy. Despite the stock- 
market crash last year, DBS 


Securities is doing well. 
Oversea-Chinese Banking 


Corp. has never been a stock 
with which to speculate but 
there are rumours that the 
bank will hive off its exten- 
sive property interests soon. 
Overseas Union Bank, which 
has been very active in stock- 
broking, surprised a few brok- 
ers with its good interims but 
is not thought a bargain. 
Malaysia's economic turri- 
around and an expected up- 
swing in consumer spending 
should improve the prospects 
of banking stocks. However, 
loans growth has been slow 
due to excess liquidity in the 
financial markets and in- 
terest-rate margins have been 


forced down by a central 
bank anxious to stimulate 


borrowing. The back log of 
bad loans from the 1985.86 
recession is still affecting po- 
tential profits. 

Some analysts expect substantial write-backs of loan pro- 
visions in the current financial vear. In particular, Malavan 
Banking's profits are forecast to recover. Public Bank has 
been aggressive and made massive profits last vear as a result 
of trading government securities. It looks fairly cheap at 23 
times earnings. Newly listed Southern Bank has a reputation 
of good management and is also fancied. ; 

Anyone tempted by Arab-Malaysian Development ie > 
advised to wait until its 45%-owned Arab-Malaysian Mer- 
chant Bank is hived off and listed later this year. Develop- 
ment and Commercial Bank is expensive. Kuala Lumpur 
brokers' general advice is to wait for prices to come down a 
bit. D 
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Political opposition and an overheating economy force China's reformers to backtrack 


What price reform? 


By Ellen Salem in Hongkong 


hina's leaders are effectively scrap- 

ping their experiment with price re- 
form. If the "tentative" five-year eco- 
nomic plan A by the Chinese 
Communist Party Central Committee 
last month is accepted, price reform will 
be put off for “five years or more.” This 
means further price reform would be 

ut on indefinite hold as five years is 
yond the political horizon of the pre- 
sent leadership. 

In addition, there is little indication 
that China will tackle the underlying 
cause of the problem that has resulted in 
the eclipse of General Secretary Zhao 
Ziyang in economic policymaking: de- 
mand exceeding supply at current irra- 
tional price levels. This, in turn, has 
lead to hyper-growth and hyper-infla- 
tion and an economy which is danger- 
ously close to running out of control. 

Rather than put into motion an aus- 
— programme that almost certainly 
would antagonise an already restive 
re m the government leadership 

eaded by Premier Li Peng has pledged 
to increase the supply of consumer 
goods and ensure an ample supply of 
meat and vegetables in urban areas. 
This will necessitate continued subsidies 
for food and will stabilise consumer 

rices, but at the cost of increased 

udget deficits. Any other course, the 
leaders believe, will result in wide- 
spread social instability. 

The outline so far released of the 
new plan, which is due to start in Janu- 
ary, suggests that guidelines for the next 
five years consist of little more than a re- 
statement of measures that have been 

roposed, but never fully acted upon, 
or the past several years. Again it is 
proposed that investments in fixed as- 
sets should decrease, construction of 
non-productive public buildings, such 
as hotels, should be suspended, and re- 
strictions should be placed on the pur- 
chasing power of organisations. In addi- 
tion, the creation of credit and supply of 
currency should remain within the limits 
set by the state. The only new element 
in the plan is a scheme that links interest 
rates on personal long-term savings ac- 
counts to the retail price index. 

At the National People's Congress 
(NPC) in March to April, many observ- 
ers believed that Zhao had, at last, been 
able to rally sufficient political support 
to push through his programme of price 
reform and market-dominated eco- 
nomic development. It was Zhao's con- 
servative counter-weight, Li, who told 
the NPC that the time had come to scrap 


the old Soviet-inspired 
command economy, 

ush ahead with exist- 
ing reforms and in- 
itiate new reforms so 
as to allow market 
forces to operate more 
freely. In effect, Li re- 
stated the message 
that Zhao had deliver- 
ed to the party con- 
gress in October 1987. 
On 15 May, the retail 
prices of pork, sugar, 
eggs and vegetables 
were raised. 

This decontrol of 
key food items did not 
mean that an unshake- 
able commitment to a 
price-reform program- 
me had been made. 
Since 1979, reform has 
proceeded on a trial- 
and-error basis. 

Zhao's gamble that 
price reforms could be put in place with 
a minimum of social disruption has 
failed. Rampant inflation (officially put 
at a 19% annual rate in June and a 2476 
rate in major cities in July), coupled 
with rumours of further price rises have 
resulted in a spate of panic buying and 
bank runs by workers wanting their sav- 
ings to spend immediately. In addition, 
industrial growth was supposed to mod- 
erate this year. However, in August in- 
dustrial output, striving to meet de- 
mand, was 18.3% higher than a year 
earlier. To compound the problem, the 


The exclusion 
of Zhao 


Fo the past few years, party general- 
secretary Zhao has been the chief 
spokesman for those who favour rapid 
development of a market economy. The 
result for Zhao has been a rapid fall 
from power. The man who was assumed 
to be Deng’s hand-picked successor has 
now been effectively excluded from any 
significant role in the formulation of 
economic policy. 

In an interview with US publisher 
Frank Gibney in early September, 
Zhao all but admitted that he has been 
denied any major role in economic pol- 
icymaking. When asked how much 
time he spent every day handling eco- 





bank’s have pumped 
currency and credit 
into the economy. 

By the time 
Chinese leaders met at 
their summer retreat 
of Beidaihe on 15-17 
August to discuss price 
and wage reforms, the 
spate of bank runs had 
begun. Between 25 and 
27 July, Rmb 12.5 mil- 
lion (US$3.36 million) 
was withdrawn from 
banks in the northeast- 
ern city of Harbin. In 
July, Harbin’s largest 
department store sold 
Rmb 1.1 million worth 
of electric applican- 
ces, or 200 times its 
monthly average. 

By the end of Au- 
gust, bank runs and 
buying sprees had be- 
come commonplace 
and had reached a feverish pace. Even 
Canton, which has the most highly de- 
veloped market economy in the coun- 
try, experienced a massive run on banks 
and panic buying. 

In a move to curb this widespread 
en buying and bank withdrawals, 

eking announced that interest rates 
on personal bank deposits of three 
years or more would be linked to the 
retail price index. The measure, an- 
nounced on 4 September by a spokes- 
man for the People’s Bank of China 
(PBoC, the central bank), is designed 


nomic and party affairs, Zhao re- 
plied: 

“Things were different when I was 
premier. I do not directly deal with eco- 
nomic affairs but concentrate my efforts 
on research and investigation so that I 
can discuss major policy issues with my 
colleagues at party meetings.” 

At the same time, Premier Li's role 
as chief economic decision-maker has 
been reaffirmed. Li now heads the 
State Commission for Restructuring the 
Economy, which until April had been 
chaired by Zhao's colleague Li Tieying. 
On 8 September, it was announced that 
the commission will play a more impor- 
tant role in the country's current reform 
of wages and prices. The commission's 
main responsibilities are to map out 
medium- and long-term strategies and 
work out the annual programme for re- 








“to keep money in the banking system. 

Only three days earlier, PBoC raised 
interest rates on three-, five- and eight- 
year deposits by more than one percen- 
tage point to 9.7296 , 10.8% and 12.42% 
respectively. But the rates are lower 
than the 1396 official inflation rate for 
the first half of the year. 

The measure, coupled with repeated 
reassurances by both Zhao and Li that 
there will be no more price rises this 
year, appears to have 
ing of ank with rawals.. 





Over the past 







> consumer to 
3 to eight years. 
Economists doubt that the measure 
will have much t on consumer 
spending in the long term. Indeed, one 


lock in funds for: 


economist described the linkage as no | 


more than “a bureaucratic response and 
a public relations exercise" that will 
have limited impact. The linkage only 
applies to individual term deposits and 


institutions, enterprises and collectives | 


that transfer deposits to individual ac- 


counts are to be penalised. In 1986, indi- | 


vidual deposits in urban centres ac- 
counted for only 18% of total deposits. 
And most of these funds are on a de- 
mand rather than term basis, econ- 
omists believe. | 

More fire-fighting measures will be 


necessary in the short termifthe govern- | 


ment is to bring inflation under control. 
In August, China's industrial production | 
reached 18.376 despite the unusually hot | 
weather, bottlenecks in transportation | 
and a series of natural disasters. The in- 
dustrial output of 11 provinces and 
municipalities increased by more than 
20% . Growth in Guangdong, for exam- 
ple, rose by 36.1% , Zhejiang by 23.8%, 
and Fujian by 31.7% 

Production of consumer goods 
showed the highest growth. In compari- 
son with the same month last year, out- 
xut of colour TV sets rose 65.1% and re- 

rigerators 8276. Even items such as 





structuring the national economy 
- “based on the party central committee’s 
policies for developing a socialist com- 
 modity economy." 


any diplomats and scholars who 
have charted Zhao's rise to power | 
express little surprise at the seemingly 
sudden eclipse of his authority. Zhao, 
they point out, lacks a power base in Pe- 
king. He had Deng’ s backing, but only 
as long as he could sustain the delicate 
, balancing act between economic deve- 
lopment and political stability. His sup- 
port, in the main, has come from the | 
| provinces, which stood to gain from de- 
centralised economic control. 
-. . Not only does Zhao lack supporters 
in. Peking, but his policies have chal- 
enged the interests of the capital's most 
owerful lobbies — the ministries of 










resulted in aneas- | 


d markedly in | 
king, Shanghai | 
deposit rates offer | 


bicycles and sewing machiries, which 
face apparently saturated markets, 
were turned out at a record rate. 

This overheated production has re- 
sulted in an acute shortage of energy. 
despite an increase in coal production 
this year. The problem is compounded 
by the lack of transport facilities, par- 
ticularly rail cars, to bring the coal to in- 
dustrial centres. 

Unplanned increases in currency and 
credit have fuelled this runaway growth. 
Rather than tightening the control over 
money supply and credit, PBoC has pre- 
sided over rapid credit and monetary 
expansion. Instead of withdrawing Rmb 
8 billion from circulation during the first 
half, as planned, an extra Rmb 8.3 bil- 
lion was put into circulation and money 
supply increased by 4075 between June 
1987 and June 1988. 

The same trend has shown up with 
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| lending. Rather than follow the usual 
| (and non-inflationary) policy of disburs- 
| ing only 20% of the annual loan quota 
| during the first six months, 50% of the 
| 1988 quota was released between Janu- 
| ary and June. 

| Only a strict austerity programme 
| coupled with tight monetary and credit 
| policies can reverse the present inflatio- 
| nary spiral, economists believe. 
Chinese workers, though far from 
| happy with the smashing of the iron rice 
| bowl, have welcomed the material be- 
| nefits of reform — their higher standard 
| of living. But recent sharp price rises 
| have cut the purchasing power of the 
_ urban populace. 

| But to impose an austerity program- 
| me on a society where the party is view- 
| ed as venal, cadre corruption as the 
| norm and ideology a litany of meaning- 
| less phrases, is tantamount to political 
| suicide. Thus, economists hold that 
| China's leaders believe they have only 
| one choice: buy time and placate the 
| masses with price subsidies in the hope 
| that the country can somehow sort out 
| the problem of supply and demand over 


the next several years. R 


Heavy Industry, Transport, Communi- 
cations, etc. that were the chief be- 
neficiaries under a centrally planned 
| economy. | 
| Now, many speculate, a power vac- 
| uum exists. The head of the party — not 
| the head of the government — is, in 
| theory, China's top leader. 

Many believe that the battle between 
the provinces, and the conservative lob- 
bies in Peking will continue. The need 
for continued economic growth is not in 
question. Rather, the methods are at 
issue. Once again the lines are drawn 
between the conservatives and the 
proponents of radical and rapid change. 
The second plenum of the 13th party 
| congress, due to be held around the end 

of this month, should provide some 
clues as to the relative strengths of the 
power blocks. — Ellen Salem | 
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| now-glamourous high-paying indus 


_ hard to find as brokers and mid-level 
| managers, say head hunters. 
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stockbrokers 


Taiwan's booming financial — 
markets are short of skilled staff 











By Jonathan Moore in Taipei 
aiwan's move to open its finar 
markets to new securities fir iud 
run up against a problem: an acw 
shortage of skilled staff. Market soure 
fear this could even put in jeopardy 
operation of the fast-paced trading on 


the local bourse. 
In May. the government allowed 


new securities houses to be established 
for the first time since 1973, The deci- 
sion, which also allowed foreign firms ^ 
to hold up to 40% in joint-venture - 


brokerages, was intended to raise. 
competition and improve  profes-- 
sionalism. | 


Instead, it has had the opposite ef 
fect. The flood of applications to start — 
up brokerages has led to an aggressive © | 
poaching of staff and the hiring of |. 
novices. Applications to set up seee | 
urities firms have been encouraged byo 
the stockmarket boom — the Taiwan o 
stock index has risen nearly 240% since. | 
the start of the year. 5 

The number of brokerage houses in 
Taiwan is set to increase from 28 to 
around 111 by the end of the year, and 
the Institute of Securities Market Deve- 
lopment expects the expansion tocreate = 
around 6,000 new jobs. (Previously, | 
there were 28 firms — 14 private houses. |. 
and 14 banks authorised to deal in see... 
urities.) du 

New firms are hunting desperatelvto |. 
fill posts with qualified people. Manas 
gers of new firms say there is no short- 
age of applications for job openings - 
many applicants are eager to get mto the 

try 
— but few have the appropriate experi- 
ence, Settlement clerks, typists amd 
other lower-level operations staff are as 





One executive said he had been win- 
ing and dining high school graduates 
who operate the computers used for the 
trade orders on the Taiwan Stock Ex- 
change (TSE). Keyboard operators are 
a critical part of Taiwan's efficient 
stock-trading system, he said. 

One predictable effect has been a 
boom in salaries, with some rising by 
as much as 50%, and bonus provisions 
rising from 10-20% or more. Middle- 
management salaries are as high as 
NT$120,000 (US$4,200) a month. 
Existing banks and securities houses, 
especially foreign ones, are facing stiff 
salary competition from securities 
firms that have vet to begin opera- 









tions. High labour costs could exacer- 
bate competition and severely pinch 
profits. 

It would be difficult to find a finan- 
cial firm in Taiwan that has not had em- 
ployees poached by the new firms. 
Citibank, which has the most employees 
among the foreign banks, has been 
perhaps the hardest hit, losing some 30 
clerks and managers. “The new firms 
know where to get the talent they need, 
and they're willing to pay top dollar,” 
said one foreign banker. 

The risks could be considerable for 
the development of Taiwan’s financial 
industry if there is a setback in the 
growth of market professionalism. With 
novices in charge of trading, market ex- 
perts worry about glitches resulting 
from such things as slack credit checks 
on customers or private participation in 
securities. 

“The result could be chaos in the 
market,” said Danny Chan, president of 
Fidelity International Taiwan. Also, the 
expansion of securities houses during 
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TSE dealers: talent problem. 


the market boom might have the effect 
of encouraging the belief among new 
employees that the market is designed 
to maintain its present steep climb. 
“When the market ins nd they won't 
be able to cope." he said. 

Not only stock personnel, but also 
Taiwan's struggling accounting profes- 
sion, is likely to feel a strain from the 
odii of brokerages. Few of 

aiwan's trained accountants specialise 
in auditing securities firms. 

The Securities and Exchange Com- 
mission and the TSE are combatting the 
talent problem by offering courses and 
seminars to brokers. Brokers must pass 
an SEC basic test before obtaining a 
licence. While such measures are 
needed, it will probably take a signi- 
ficant cooling in the stockmarket itself 
before the financial-labour market is 
restored to a semblance of equili- 
brium. o 
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Malaysia to combat abuses 


The central bank takes steps to clean up the industry 


By Nick Seaward in Kuala Lumpur 


* . $ . . 
he party is over, Malaysia’s direc- 


tor general of insurance, Tan Sri 
Datuk Jaffar Hussein, told insurance 
industry leaders on 5 September. In 
case any of his audience were in doubt 
as to what he meant by that, Jaffar 
spelled it out: no more loans to direc- 
tors; no more financial guarantees for 
third parties; no more under-capitali- 
sation, and no more delays on settle- 
ment of claims. 

Jaffar's speech was his first public 
comment on the state of the industry 
since insurance came under the purview 
of the central bank, Bank Negara (BN), 
on | April. In his capacity as BN gover- 
nor, Jaffar then promised a thorough 
examination of all life and general insur- 
ers. His latest remarks have been taken 
as confirmation of the fear that insur- 
ance was a can of worms waiting for 
someone to lift the lid. 

The BN survey has shown that the in- 
surance industry “is faced with numer- 
ous problems and structural chal- 
lenges,” Jaffar said. The 60 companies 
are competing for a gross premium base 
of only M$2 billion (US$756 million) a 
year. General insurance grew by only 
1.6% in 1987, after a 2.9% negative 
growth the year before. New life busi- 
ness shrank by 11.8% last year and one 
in three existing life policies were for- 
feited by people unable or unwilling to 
continue their payments. 
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Worst of all, the general insurers 
have been suffering underwriting losses 
since 1984. Last year, the margin was 
—6.9% . Chiefly responsible for this 
loss has been high management and ac- 
quisition costs, which gobbled up some 
50% of earned premium income in 
1987. 

Jaffar said that intense competition 
has forced many companies to cut pre- 
miums to the bone and to give huge 
commissions to agents. When claims 
came in, these companies had insuffi- 
cient funds to pay up, forcing them to 
resort to delaying tactics. At the same 


| time, these companies have been paying 


"generous fringe benefits" to directors, 
who use insurance fund assets as if they 
belong to them or to the shareholders. 

In June and July, it was announced in 
parliament that eight insurance com- 
panies were being investigated follow- 
ing complaints of mismanagement and 
impropriety. Jaffar made no mention of 
the progress of this investigation. How- 
ever, he did say that BN's preliminary 
inquiries had turned op evidence of 
“lack of integrity and abuses by man- 
agement of some insurance com- 
panies,” including “various breaches of 
the law,” such as the granting of loans 
and credit facilities to directors. 

To clean up and improve the indus- 
try, Jaffar said that BN would institute 
changes: 





Thailand woos oil prospectors 


New law seeks to encourage development of small fields 


By Paul Handley in Bangkok 

hailand’s new cabinet has approved 

a revision of its oil-concession law 
which is designed to encourage more 
private exploration. But the new terms 
may be of little help in attracting 
more exploration investment as the 
prospects of finding anything more than 
minor oil fields are becoming increas- 
ingly dim. 

The revision, which will probably go 


before parliament in October for ap- | 


proval, replaces the now-onerous terms 
of the 1982 amendment of the 1971 Pet- 
roleum Act. The law is expected to 
kindle more interest from foreign oil 
firms. 

However, a major change stipulates 


that government-concession holder dis: 
putes will be settled by the Thai courts. 
rather than international arbitration 
This worries the oil companies, whick 
see it as the outcome of Thailand's 198€ 
loss in arbitration of a lengthy dispute 
with Unocal Thailand. 

The immediate effect of the new 
terms, known as Phase 3, will be tc 
allow production of recent small dis- 
coveries by British Petroleum, Nortt 
Central International and Petroleum 
Corp. of New Zealand. Development 
cannot begin until the revision becomes 
law, otherwise the companies' contracts 
will remain under the unfavourable 
1982 terms — Phase 2. 





» Conduct an evaluation of each com- 
pany’s earnings, management, asset 
quality and solvency. 

» An early warning system would be 
developed to disclose which companies 
are in financial trouble, together with 
guidelines on accounting standards. 

» Draw up a code of ethics and con- 
duct for directors, staff and sharehold- 
ers. 

> Thoroughly review the motor insur- 
ance to stamp out widespread fraud. 

> Set up a computerised database to 
help compile data on claims which can 
be used to improve underwriting and 
tariff calculations. — — 

» The Insurance Act, 1963, was being 
revised to increase minimum capital 
levels, specific requirements on claims 
provisioning and greater consumer pro- 
tection. 

Insurance company personnel con- 
tacted by the REVIEW said that the most 
pressing problem was the motor sector. 

otor insurance premiums have not 
risen since they were last fixed by the 
government in 1978. Yet Malaysia has 
the third-highest road-accident rate in 
the world, motor theft increased by 
55.5% in 1986, spare-parts costs have 
rocketed with the strengthening of the 
yen and court awards for accident-re- 
lated disabilities have become increas- 
ingly erratic. 

With these conditions, they say, it 1s 
small wonder that while the sector ac- 
counts for an estimated 40% of general 
insurance income, it accounts for 60% 
of claims. Last year, the claims ratio for 
compulsory motor business was 
110.2%. Insurance company managers 
also claim that they are subject to wide- 
spread fraud involving corrupt police- 
men, tow-truck operators, motor work- 


The 1982 terms increased the gov- 
ernment’s take of income from onshore 
production. Phase 2 aimed at giving the 
government a larger slice of the windfall 
profits then being earned on rising oil 
prices. The onshore Sirikit discovery 
was also thought to portend larger fields 


at the time. 
B ut Sirikit proved much smaller than 
anticipated, and indicated that 
geologically, Thai onshore discoveries 
would tend to be small. When in 1984 oil 
prices began falling, Phase 2 meant that 
small onshore discoveries, such as fields 
with less than 30 million barrels were 
uncommercial. 

The latest revision encourages small- 
field development. At the same time, 
the government has sought to maintain 
a mechanism by which Thailand be- 
nefits if oil prices soar again. 

To achieve this, Phase 3 pioneers a 
. new era of oil-contract complexity. Un- 
. like most other regional oil producers, 
. Thailand has steered clear of produc- 
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shops, examining doctors and some of | course of instruction within three years. 


their own staff. 

It seems that BN believes there is 
some truth in these charges, as it will be 
chairing an industry task force set up to 
deal with the problems affecting the 
motor sector. Members will be drawn 
from the police, Road Transport De- 
partment and Kuala Lumpur City Hall. 
However, it is understood that BN has 
refused the insurance companies' re- 
quest for an immediate increase in 


Penang rush-hour: motor insurance is beset by problems. 
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motor premiums, on the grounds that 
fraud has to be eradicated first. 

The industry itself has attempted to 
sort out some of the problems with the 
estimated 65,000 life insurance and 
40,000 general insurance agents. Until 
this year, agents did not need any qual- 
ification to sell insurance and some were 
paid commissions as large as 65% of the 
first years premium. Now, all new 
agents have to pass an examination, and 
existing ones will have to complete a 


tion-sharing contracts which split oil 
output between the private operator 
and the host government. 

Instead, the government's take is de- 
termined by a ratio called the special re- 
munerative benefit (SRB). This is cal- 
culated using a complicated formula in- 
volving oil profits in a fiscal year (after 
cost deductions), and the cumulative 
sum of the metre-depth of wells drilled 
in the year and a pre-established rated 


drilling-depth figure. The SRB is then 


added to a new sliding royalty scale and 
deducted from net income. 

The exotic use of drilling depth is an 
incentive to oil producers to drill more 
production wells — the more metres 
drilled, the lower the government's 
SRB take. After the deductions, a 3596 
profits tax and 23.08% remittance tax 
— both unchanged from the previous 
two phases — are extracted. 

Oil industry sources feel that for 
small fields the new revision is an im- 
provement. The government take in 
Phase 1 was 56.25%, for any level of 
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The maximum commission has been set 
at 40%. 

Resistance, however, is expected to 
BN’s move to force the companies to 
raise their capital. At present, the re- 
quirement is M$5 million for general int 
surers and M$10 million for life insur- 
ers. Speaking at a closed-door briefing 
on 26 August, Jaffar is reported to have. 
suggested a new minimum of M$20- 
lion, arguing that higher capitalisation 
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would enable Malaysian companies to = 
retain more of their premiums by bear- 
ing more of the risk themselves. Hesaid i1 
that last year, 25.6% of premiums was 
paid to foreign reinsurers. 

The new proposed capital require- 
ments — if they materialise — are ex- 
pected to force large numbers of insur- 
ance companies to merge or seek new 
parent holding companies. Only about 
10 companies exceed the M$20 million 
capital level, B 
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production. In Phase 2, the take was the 
same for production up to 10,000 bar- 
rels a day (bpd), jumped to 70% for 10- 
20,000 bpd, and rose further from there 
on. In both cases government royally — 
was 12.396. | Am 

In Phase 3, production of 2,000 .bpd 
could net the government only 52.5% 
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FO. 
according to one analvst's calculations. 
At 5-10,000 bpd, the government take 
could be slightly more than 56.2576 , and 
at 20,000 bpd, a little more than 60%. 
But these estimates are conjecture be- 
cause the government has yet to indi- 
cate the size of the SRB variable. 

Other changes have not been favour- 
ably received by oil companies. Most 
notable are the provisions which make 
royalties deductible rather than tax cre- 
ditable, and require semi-annual t 
payments. Another negative aspe 
the oil companies is the 33-fold : 
fees for land reservation, in which 
company retains non-producing i 
reage for further work after the explora 
tion period expires. 



























































By Charles Smith in Tokyo 

apanese university students looking 
# for their first jobs have started to 
complain bitterly about the strong-arm 
tactics used by prospective employers to 
prevent them from seeing competitors 
during the annual recruiting season 
which started in late August. 

. Top students from Tokyo University 
are said to have been placed under 
.house arrest by some companies. 
Others claim to have been shipped 
|. abroad on visits to overseas subsidiaries 
| or on trips to popular resorts such as 
| California's Disneyland. 
|... In most cases, students who have 

-been “kidnapped” in this way have not 
received firm contracts because a gent- 
. lemen's agreement, designed to prevent 
“excess competition between employers, 
- prohibits the making of formal job of- 
: fers until 1 October. 

c The unseemly rush to grab new 
graduates, especially from prestigious 
universities like Tokyo, is partly a re- 
sponse to the laws of supply and de- 
- mand. Japan's strong economic recov- 
Very since the end of 1987 has seen a 
"marked tightening of the labour market 

- and the creation, for the first time, of la- 
=pour shortages in some areas. 
^ According to the Ministry of La- 
- bour, which carries out an annual sur- 
vey of recruitment inten- 
tions, a total of 51,000 
companies aim to recruit 
| about 191,000 university 
| graduates at the end of the 
| current academic year, 
| 32.1% more than in 1987. 
|. Recruitment last year was 
. also up by about 1276, says 
.the ministry. But whereas 
the number of graduates 
-coming onto the market 
howed a healthy rise last 

; this year the number 
down by about 196. 

The decline reflects the 
that most of this year's 
opof graduates were born 
1967, or the Year of the 
orse and Fire (Hinoeuma) — one of 
he unluckiest years in the Buddhist 
calendar. According to Buddhist tradi- 
iion, Hinoeuma females may kill their 
husbands. This superstition tends to re- 
sult in a sharp fail in the birth rate during 
Hinoeuma. Luckily, Hinoeuma comes 
round only once in 60 years. 

| Aside from cyclical factors, Yoji 

-© Maeda, an official at the Japan Federa- 
tion of Employers’ Associations (Nik- 
. keiren), says that Japan's life-time em- 
.ployment system, which effectively 
. rules out mid-career job changes by em- 











"em young, boss! 


apanese companies use heavy-hand tactics to recruit graduates 
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ployees of big companies, has tended to 
distort the graduate job market. The 
practice of only hiring raw graduates as 
future managers, rather than buying in 
experienced managers, means that a 
company’s growth prospects depend on 
how many graduating students it can at- 
tract. 

Graduates from top universities are 
at a premium. Graduate employees, ac- 
cording to Maeda, are viewed as an es- 
sential “raw material” which the com- 
pany will mould to its requirements. 


he fixation of employers on 

graduate recruitment resulted in at- 
tempts to regulate recruitment as early 
as 1953 when Japan was still in its post- 
war reconstruction phase. In that year, 
the Ministry of Education issued 
“guidelines” under which universities 
were not supposed to introduce stu- 
dents to companies before 1 October in 
the final year of a four-year university 
course. Japan’s academic year runs 
from April to March so the system 
meant that bidding for jobs could start 
six months before a student’s final 
examinations. 

The ministry guidelines worked 
reasonably well for a decade or so, but 
began to break down in the early 1960s 


We CALL IT j 
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when Japan's economy started record- 
ing double-digit GNP growth. By the 
middle of the decade, students were 
being hired in the middle of their third 
year at university, a full 18 months be- 
fore graduation. This led to a tightening 
of the system in the early 1970s when the 
Ministry of Labour stepped in to police 
recruitment procedures. 

Even the ministry’s “guidance,” how- 
ever, proved inadequate. By 1982, 
Ministry of Labour bureaucrats grew 
weary of issuing guidelines which were 
systematically ignored by employers. 





problem 


something should be done to stop em- 
ployers from "harvesting unripe crops." 

Under the present system, which 
dates from 1986 but has undergone 
several modifications, a "gentlemen's 
agreement" between major companies 
and industry associations is supposed to 
prevent companies from interviewing or 
examining graduates before 5 Sep- 
tember, while formal job offers can be 
made on or after 1 October. 

The new system is supposed to be 
policed by Nikkeiren, and has the (nom- 
inal) support of most major industry 
federations. The trouble is that both the 
companies and students have de- 
manded a pre-examination stage during 
which students can look over prospec- 
tive employers. 

In 1987, companies were allowed to 
organise presentations at universities 
between 20 August and 5 September, 
but this was widened this year to allow 
in-company presentations as well. From 
there it was a natural step to the conduct 
of "unofficial examinations. This in 
turn led to "unofficial" job offers — all 
in advance of the official 5 September 
point when formal interviewing by com- 
panies of prospective graduate employ- 
ees was supposed to begin. 

Maeda says that Nikkeiren was pre- 
pared for companies to jump the gun on 
the September examination starting 
date, but had not been prepared for the 
strong-arm tactics used by some em- 
ployers to prevent stu- 
dents contacting other 
prospective employers. To 
try to stamp out this prac- 
tice, Nikkeiren set up an 
emergency phone-in sys- 
tem in early July through 
which students could re- 
port "acts of persecution" 
by companies. By 8 Sep- 
tember, the service had re- 
ceived 474 calls, involving 
complaints against 154 
companies. 

These included 95 cases 
of “daily detainment" — 
meaning that students 
were allowed to go home 
at night but were forced to 
visit companies for periods of up to 10 
hours a day for interviews or discus- 
sions — and 131 cases of overnight de- 
tention, either at the company's head- 
quarters or at resorts or rest houses out- 
side Tokyo. 

Maeda describes the practice of 
overnight detention as "virtual kidnap- 
ping," but suggests that students may 
have been too shy or too polite to resist 
offers of trips abroad or to Japanese re- 
sort areas. Many who did accept pre- 
sumably also lacked the courage to con- 
tact Nikkeiren’s phone-in service. p 
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It takes more than money 
It takes an edge. 


Providing the highest level of 
commercial lending and trade finance 
services to customers in the Asian mar- 
ket takes more than capital strength. 

It takes a commitment within 
the region itself. 

That is why Security Pacific’ 
existing banking and branch operations 
in the Pacific Rim have been consoli- 
dated to form Security Pacific Asian Bank. 


This gives us the strength of an 
integrated network of 27 full-service 
branch offices in Asias major finan- 
cial centers, including Hong Kong, 
Tokyo, Seoul, Taipei, Singapore, Manila, 
Bangkok, and Kuala Lumpur. With the 
added strength of seven branches of the 
Asian Bank in California. 

Of course, we can provide a 
direct link to the capital markets capa- 


bilities and the worldwide banking 
resources of Security Pacitic Merchant 
Bank, which is backed by the $34 bil 
lion capital strength of Security Pacific 
Corporation, the sixth largest bank 
holding company in the United States. 

To serve our customers 
ever their needs may be 

And thats what having an edge 
is all about. 
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a few places 
doesnt fly. 
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y is perfect. 


e EN j- 
KLM is a truly international airline serving 138 des- 
ations worldwide. 
New destinations include Orlando, Faro, Valencia 
d Denpasar. Plan your next trip through your local travel agent. 
rthe 336 KLM offices worldwide. 
Wherever you contact us you'll always find our service 
iable, punctual, careful and friendly. 
Test us, try us, fly us. 
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Automation communications 
designed for the future 


Crucial communication between auto- - Architecture and interfaces based 
mation systems, possibly from a variety on ISO/OSI reference model. 

of manufacturers, often used to be - Opensystemstructure withfacilityfor 
problematic. Not with Geamatics. connecting to public networks and 
Geamatics offers open, multi-level external communication systems. 
communications that will not become Headquarters: ^ AEG  Aktiengesell- 
outdated: schaft - Z 15 - Theodor-Stern-Kai 1 


— Clear 3-bus structure with bit bus, D-6000 Frankfurt 70 - West Germany. 
real-time bus and MAP/TOP. 
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ion hardly 
the disas- 


About 60% of Ba gladesh' s.144,000 
km? of area is vulnerable to flood. This 
year, nearly 104,000. km? was sub- 

merged compared. with 57,000 km? in 
1987. According to. Water. Develop- 
ment Board chairman Amjad Hossain 
Khan, the experts’ forecasts were way 
out, with the flood. water 2.1-2.4 m 
higher than last year. 

While conclusive estimates ofthe ex- 
tent of the losses are not yet available, 
officials speak of losing 2.5-3.5 million | 
tonnes rice from the current crop and up 
to US$2 billion damage to the country's 
infrastructure. (Last year’s rice produc- 
tion was 15 million tonnes, and this 
year's target was 16.1 million tonnes.) 

These estimates, however, do not in- 
clude the losses suffered by millions of 
- individuals who, in the face of the on- 
- rushing flood waters, fled their houses. 
Few of these dwellings will be left when 
the water finally recedes. 

Preliminary estimates indicate that 
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at least Taka 4 billion (US$117 million) 
would be needed to repair damaged em- 


bankments and for other works. Roads | 


and railways would need in excess of 
Taka 5 billion for reconstruction and re- 
pair. More than 2,000 km of road net- 
works have been affected — about 100 
bridges and culverts have been de- 
stroyed on national highways while 154 
bridges and culverts were destroyed in 
the sub-district road networks. 

The restoration of road and railway 
links will be a matter of extreme 
urgency. If they are not promptly re- 
paired, all economic activities would 
slow, since over the past two decades 
the development of highway and other 
road links has been emphasised to the 
neglect of traditional riverine transport. 

Ihe Power Development Board, 
which is responsible for electricity gen- 
eration and distribution, will perhaps 
need even bigger sums to repair or re- 
place numerous sub-stations and trans- 


! formers which have been inundated. 


several power plants have also been 
submerged causing substantial damage. 
though the actual extent is unknown. 
The Rural Electricity Board has re- 
ceived a severe setback for its decade- 
long programme of connecting electri- 


Nature's calamities complicate 


Droughts and floods threaten China's price-reform policy 


By Tai Ming Cheung in Peking 


ahina is counting the costs of this 
summer's severe droughts, floods 
and other natural calamities. Serious 
damage to crops and property, and dis- 
| den to life and industrial activity, 
“tae energy production, will cost 
_bilhons of dollars. The calamities may 
. den complicate present price-reform 
: policies. 

The fall in agricultural production, 
and in particular grain output, comes as 
. the Chinese Government wants to ease 
the heavy burden of state subsidies on 
staple foods and make prices more mar- 
ket-oriented. 

However, with this year's poor grain 
harvest, accentuating an already widen- 
ing supply-demand gap. any tinkering 
. of the grain price system could mean 
. dramatic retail price rises and fuel 
< discontent. The shortage of grain, 
partly: due to farmers switching to 
iore. profitable cash crops, was one 
sason why on 30 August the State 
ouncil announces a halt to further 
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price reforms until the end of this year. 
The scale of damage to crops is signi- 

ficant. More than 11.33 million ha of 

farmland, 10% of total sown hectarage, 


| have been affected by the drought. The 


worst effects have been felt along the 


Yangtze River, covering Hubei, 
Hunan, Jiangsu, Anhui and Zhejiang 
provinces. 

Another 7.5 million ha have been 
flooded, more than one-third seriously, 
with Heilongjiang province in the north- 
east the worst hit. In mid-August, the 
Central Flood Headquarters in Peking 
estimated the total costs of the bad wea- 
ther at more than Rmb 4.6 billion 


rise further as not all provinces have re- 
ported damages. 

Summer grain output, originally ex- 
pected to exceed last year's 402 million 
tonnes, could be as much as 30 million 
tonnes less, say independent analysts. 
This lower total is despite an extra 
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| coordinating economic reconstruc 


| meandering rivers with low e 


A highly placed source involve: 





told the REVIEW that final estimates 


| lost crops and other damage are 
| likely to be available before the em 


September. 
Experts say that Bangladesh's te 
graphy, heavy rainfall and shall 





ments, make the country vülneral 
annual flooding. This situation is m 


| worse by deforestation at the foot of 


Himalayas (outside Bangladesh) wl 
leads to massive erosion and a huge 
of river silt into Bangladesh. 

Surface water flow in Banglades! 
tals nearly 1 million m? a vea: | 
which flow during the monsoon 
of June to September. About $ 
the annual rainfall of more than 250 
lion m? occurs during the same time. 

More than 80% of the flood ni 
comes from outside the country, mo 
it from the three rivers system — 
Ganga, the Brahmaputra and 
Jamuna. The rivers together drai 
catchment of about 1,560,000 krmi 
which only 7.5% lies in. Bangiadi 
These rivers carry 2.4 billion tonne 
sediment a year into Bangladesh res 
ing in gradual silting of the rivers. 

Unlike last year's flooding, this t 
the urban population has been seve 
affected by the flood. Factories 
have been submerged will take tim 
resume production and workers 

likely to be laid off during this per 
exacerbating urban unemployment. 










640,000 ha being sown this year. € 
104.6 million ha will be available for 
year’s autumn sowing, 860,000 ha 


than last year. Seventeen provi 


| have been forced to delay autumn s 
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| tial quantities, mainly from Canada 
| the US. It brought 13 million tonne 

| the end of June. However, with the 
middle and lower reaches of the | : 
| steeply rising prices, Peking will be 
| luctant to spend foreign exchange 


| badly disrupted. More than two-fiftl 


ing because of continued flooding. 
Last year's grain production also 


| fered because of droughts and flex 


China — a grain exporter in 1985. 
1986 — was forced to import in subs 












longed drought in North Ame: 


such quantities of grain in future. 
Energy production has also b 






the wells at Daqing oilfield, which 
counts for half of China's total prox 
tion, were flooded and closed betw 


| late July and mid-August, Lost proc 


T! Mn Esp o Ou | tion was more than 136, 000 tones: 
(US$1.24 billion). This figure is likely to | 


Hydroelectric-power stations. |; 
have been affected as rivers dried 
causing major power cuts. Gu: 
vince's power grids were carry 
less power than one year ago. 
vince has used precious allocatio nso 
and coal to help make up the em 









| shortfall. However, supplies are rap 
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the century. Because of the political 
sensitivity of the issue, the commission 
advised that landholding limits be wiped 
out only after property taxes are raised 
significantly, a reform that is currently 
being implemented as part of a policy to 
curb real estate speculation. 


“O ening up the agricultural mar- 
ket is now, for the first time, the 
policy of the government," says Young. 
“It removes uncertainty.” Moreover, as 
he points out, it emboldens economic 
liberals to come out of the closet. Farm- 
: ers twice assaulted Young with “manure 
grenades" earlier this year, after he 
spoke on TV in favour of liberalising 
agricultural imports. 

The commission says that the gov- 
ernment should spend heavily on finan- 
cial assistance to help farmers through a 
decade or more of structural readjust- 
ment. Government economists talk of 
paring the number of farmers to around 
10% of the population by early next 
century. Currently, almost 20% of the 
population are farmers. 

To keep disgruntled farmers from 
demanding too high a price for agreeing 


The other 17 non- 
scheduled and 32 general 
aviation operators run 
mostly ad-hoc flights over 
limited areas using smaller 
aircraft including BN2 Is- 
lander airliners, Cessnas 
and other light aircraft. 

Civil aviation officials’ 
figures show Garuda as 
operating 49 domestic 
routes mostly to provincial 
capitals; Merpati flies two 
regional and 26 commer- 
cial routes to district capi- 
tals, plus 26 government- 
subsidised “pioneer” 
routes to more remote 
areas; Bouraq operates 10 
routes and Mandala six 
routes. 

Garuda's 18 DC9s and 34 F28s serve 
most of its domestic network, with some 
trunk routes served by its wide-bodied 
aircraft. The national flag carrier took 
7196 of the domestic passenger market 
last year with 4.32 million passengers, 
the same percentage as in 1986 when it 
flew 4.13 million people on domestic 
routes. 

But Garuda captures the top end of 
ihe market — as an airline man put it: 
"People wearing ties or safari suits, not 
the village people." Passenger load fac- 
tor has been 53% for the past two years 
but is now rising rapidly. 

Merpati uses two Lockheed L100 
Hercules, two Viscounts, 15 F27s, two 
Hawker Siddeley 748s, four CN235s — 
11 more are on order — 21 CN212s, 13 
Twin Otters and a leased Garuda F28. It 
. has carried 17% of the market for the 
= past two years, with 988,400 passen- 
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to the rationalisation scheme, the com- 
mission recommends that government 
budgets include a fixed amount for the 
agricultural sector. Agricultural repre- 
sentatives could then decide among 
themselves whether the money should 
be used for short-term measures, like 
price supports, or to finance long-term 
capital improvements for the rural sec- 
tor. | 

Agricultural is the most troublesome 
political issue, but the commission's re- 
commendations on industrial policy will 
have more economic impact. It said that 
corporate bankruptcies must be allowed 
to occur and that the government 
should get out of the business of target- 
ing favoured industries. Displaced 
workers should be supported with tem- 
porary government assistance. “Let the 
poorly performing firms go bankrupt,” 
says the KDI’s Kim Choong Soo. “The 
government should support persons, 
not firms.” 

The government’s role should be 
limited to economic policies which en- 
courage high growth and job creation, 
said the commission, particularly in the 
mid-1990s when the influx of baby 


Merpati Nusantara Airlines’ CN212: breaching regulatory dam. 


gers in 1986 and 1.06 million last year. 
Some of Merpati's more remote de- 
stinations are designated “pioneer 
routes.” The government pays direct 
operating costs on these routes and 
maintains fuel stocks at remote air- 
fields. Pioneer-route fares are charged 
at 50% of the published tariffs. 
Government figures show Merpati 
enjoyed a 67% load factor last year, up 
11 percentage points from the 1986 fig- 
ure. However, an airline official said the 
average was now 59%, with 65% on its 
"commercial" or non-pioneer routes — 
the difference, he said, was because of 
the addition of the CN235s this year. 
Private-sector carrier Bouraq, with 
four Viscounts and 16 HS748s, took 9% 
of the passenger market for the past two 
years, with 540,600 passengers in 1987, 
marginally up on 1986. Its extra fre- 
quencies produced a load factor for 
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boomers comes onto the job market. 
With the Trade and Industry Ministry 
pushing for funds to encourage new 
technologies, and a long history of gov- 
ernment-directed industrial policy, the 
commission's recommendations in this 
area seem to raise more questions than 
it answers. 

The commission left many other is- 
sues unresolved, most notably the vex- 
ing one of financial market liberalisa- 
tion. Financial liberalisation pits differ- 
ent ministries against each other, as w 
as industrialists against commercial 
banks. 

There is agreement that change is 
not going to come quickly, because of 
fears that a rapid opening would court 
disaster of the sort that Chile experi- 
enced after it rapidly opened its capital 
markets to foreigners. 

Getting 25 commission members to 
agree was hard enough. The tough 
part will be getting the other 42 mil- 
lion South Koreans to go along. Mem. 
bers are cheered that Roh asked for. 








` : . : m 
the policy blueprint. Now they musto 
hope he has the political courage to 0) 





use it. 


1987 of 67% against the 
1986 figure of 69%. In 
1986, Bourag asked for 
government permission to 
obtain F100 or BAe 146 
jets as well as ATPs; it has 
yet to receive a reply. 
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Smallest of the sche- |- 
duled carriers is Mandala = 
with five Lockheed L188 | 
Electras. and three Vis |. 
counts. For the past two |. 
years, it has had about 3% | 
of the market. Fleet — 
maintenance — problems _ 


meant fewer flights, and 
load factors dropped from © 
72% in 1986 to 66% last j^ 
year. Mandala carried | 
SONIS 169,900 passengers carried. - 
-+ Jast year against 176,2004n 
1986. This year, officials said, the load - 
factor has jumped to 71-75%. 

Mandala would like to switch to 
newer aircraft, preferably Boeing 737s, 
and handed a formal request to the gov- 
ernment tn July. 

Civil aviation officials said they were 
















still studying airline requests for new 
aircraft. Any new aircraft would proba- — 








bly be leased, but would also require | 
higher fares to cover 


xj 






increased operat- 
ing costs. However, the scheduled 
operators each said a fare increase is 
necessary in any case. No financial re- 
sults are available for domestic opera- 
tions. 

The officials forecast an average of 
8% annual growth from 1989-94, and 
said that it was possible that, in view of 
IPTN's lack of ability to supply enough 
aircraft, the airlines’ options for feet re- 
newal could be opened up in 1989. | 











































By Emily Lau in Macau 
Ajacau is trying to capitalise on 


wards visitors from the Soviet Union 
and Taiwan to open economic oppor- 
nities for the Portuguese enclave, 
hich reverts to Chinese sovereignty in 
1999. The moves are considered politi- 
cally sensitive in Peking but appear to 
~ have won the Chinese authorities’ bless- 
ing. 
-.. In August, a Macau Government 
_ and business delegation made an unpre- 
-cedented visit to the Soviet Union to 
| discuss trade. Leader of the delegation, 
| Secretary for Economic Affairs An- 
; . tonio Galhardo Simoes, said the Soviets 
| .want to use Macau as a platform for 
trade and contacts with other countries 
| inthe region. He said the Soviet's exter- 
| nal trade last year was worth US$200 
| billion. “If Macau can get 1% of that 
| business, our exports will be doubled,” 
said Simoes. 
i Macau already has some indirect, 
| but very limited trade with the Soviet 
| bloc through Japan, West Germany and 
j Austria. Another delegation member, 


| By Michael Malik in Sydney 
| C on: to conventional wisdom, 
| commercial property values in Syd- 
-.ney's central business district (CBD) 
:could be heading for a major downturn 
: within the next four years. The reason is 
versupply, according to one new mar- 
ket study which is supported by other 
pinions in the property world. 
The survey by economic market re- 
earch firm BIS- Shrapnel. suggests a 
2% vacancy rate by 1992 in the CBD 
th nominal rents falling by up to 20% 
the same’ period. This will be mainly | 
used by the rising importance of com- 
'rcial property in suburban centres, 
ich are strong growth areas. The 
!D has already shrunk from providing 
90% of Sydney office space 20 years ago 
to only 50% now. 
. One other major firm of analysts, 
‘which has made a private study for its 
clients, has come up with similar conclu- 
.Sions as far as demand is concerned. 

-. The authors of this report — who did 





nt formula for calculating vacancy 
‘rates. The real estate industry usually 


- not wish to be identified — used a differ- | 


Wi Hongkong’s restrictive policies to- | 
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| cau pursues sbie nass links with the Soviet Union and Taiwan 


the Macau Exporters’ Association pre- 


sident Vitor Ng, said Macau needs to 
find new markets for its exports, mainly 
textiles and garments, because exports 
to its main markets of the US and West- 
ern Europe are declining. 

For the first half of this year, Macau 
exports were worth Pataca 5.55 billion 
(US$689.4 million), an increase of 5.6% 
over the same period in 1987. But trade 
volume declined 4.2%. Ng said this was 
due to keen competition from countries 
such as Pakistan, Bangladesh, the | 
Philippines, Morocco, Thailand and | 
India. 


hinese officials in Macau did not 
seem to mind the Soviet contact. 
Simoes and Ng said Nam Kwong Trad- 
ing, the Macau-based Chinese state 
trading company, has indicated it would 
like a share in a Macau-Soviet trading 


company which is to be set up soon. | 
(The new company will coordinate the | 


barter trade and will operate with gov- 
ernment credit.) 
“This may be related to the im- 


 Thereal state of real estate 


: Ü Australia's principal business centre faces a property slump 


expresses vacancy rates as a percentage 
of stock. But this gives a distortion since 
while the stock is increasing rapidly, so 
are the vacancies in real terms, though 
the percentage figure remains basically 
unchanged, one analyst told the 
REVIEW. 


o discover: what was considered a 

much more accurate picture, the re- 
port worked out vacancies as a percen- 
tage of demand. The report expresses 
the rate in the numbers of years it would 
take to absorb the stocks in the same 
way that commodities are rated in terms 
of weeks of demand. Using this for- 
mula, the potential oversupply of CBD 
office space kicks up dramatically. 

But even so, this study was not quite 
so bearish as BIS’, which some people in 
the business believe is too pessimistic. 
Real estate agents Jones Lang Wootton 
(JEW) expect vacancy rates of up to 

95. 

However, JLW does not accept the 
idea of a decline in nominal rents, and 
points out that this has never happened 
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M oscow, but. China. may not ‘have i in- 










formed London of this change,” said 
Ng. However, he said Hongkong busi- 
nessmen can export to the Soviet Union 
through the Macau-Soviet company. 

Besides contacts with the Soviet 
Union, Macau is also promoting links 
with Taiwan, though Portugal does not 
have diplomatic relations with Taipei. 
Again, this appears to have received 
Chinese approval. In June, a group of 
Taiwan businesses, headed by the Jenn 
Woei Investing Development Co., an- 
nounced plans to invest HK$1 billion to 
develop horse racing in Macau. 

Another Taiwan consortium has 
gone into partnership with casino ty- 
coon Stanley Ho to purchase the Hyatt 
Hotel and develop the Taipa City resi- 
dential development project. The con- 
sortium is also planning a ferry service 
between Macau and Taiwan. This is to 


_ cash in on the Hongkong Government's 
| reluctance to issue visas to Taiwan resi- 


dents, who are flocking to China after 
Taipei lifted a 40-year ban on contacts 
with the mainland last year. Macau will 
issue visas to them on arrival. 

“We have been given the green light 
by the Chinese, who tried to let us know 
they approved of what we are doing,” 
Simoes said, In the first half of this year, 
Macau received 51,930 visitors from 
Taiwan, an increase of 1,500% over the 
same period last year. ü 


in the history of Sydney. During the 
worst period of oversupply in the 1970s, 
rents merely levelled off, JL'W points out. 

But BIS chief economist, Frank 
Gelber is adamant that his company's 
survey is right. He says the high level of 
CBD absorption during this year is 
largely attributable to demand which 
has built up over the present decade be- 
cause of the low level of competition for 
office space. 

"[Our] study concluded that all the 

pent-up demand will have been ab- 
sorbed by the end of the year and then 
net absorption will fall to an underlying 
demand determined bv increases in of- 
fice employment and work space per 
person," Gelber says. 
. At the same time, because of long 
lead times, more office space will be 
coming on to the market. The BIS sur- 
vey suggests that while underlying de- 
mand over the four-year period will av- 
erage 313,000 m? a year, new office 
space will become available at the aver- 
age rate of 576,000 m? a year. 

But others in the industry suggest 
that BIS is ignoring a very vital factor — 
that these figures will only be realised if 
all projected construction goes ahead. If 
only those buildings currently under 
construction are completed, there will 
continue to be healthy demand in all 
sectors, particularly hotels, which are 
recording occupancy rates of 83% in the 


city. 





Tin routine yapaa “We must { anticipat > devek p ments 

and constantly test our appraisals in the marketplace. — 
Also, our leadership position requires that we manage ? 
more than routine risks. So we draw on the resources 
of our entire organization — our trading teams, our 

global network, our research, and our market-tested 
experience — to maintain an up-to-the-moment E 
market viewpoint. In order to meet our own objeoti d 
and those of our clients, Morgan has z 3 -- 
-madea strong commitment: being a 
leader in global finance also means 


being a leader in global trading. 
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small movements can be interpret: eied within .- 
the context of larger ones. Morgans 
on ' trading network pro vides an 
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in the right direction. 









orms of degradation is costing the 
untry. more. than. A$600 million 
$482.7 million) a year in lost ag- 
Itural production. 

'he causes are clear: over-grazing, 
over-cultivation and the clearing of nat- 
ural vegetation, particularly trees. 
These have destroyed nature’s balance 
_ and led to water and wind erosion of ex- 
qued soil, acidification and salination 
a f previously cultivatable land, and the 
on apse of soil structure to a point 
Where crops or grass cannot grow. To 
these is added the damage caused by a 
rapidi increase in the rabbit population. 
“There is sharp disagreement, how- 
. ever, over the exact size of the problem 
and the degree of urgency it warrants. 
-According to Lindsay Nothrop, princi- 
pal executive officer of the land re- 
sources section of the Department of 
Primary Industries, the continuation of 
: present practices would lead to disaster. 
-But he believes it is alarmist to suggest 
that the measures needed to arrest the 
destruction will not be taken. He points 
out that spending on the National Soil 
_ Conservation Programme (NSCP) was 
"increased by 77% in the August federal 
: bud; etto A$10.63 million. 

_ But Dr Dean Graetz, a government 
E researcher, believes state agencies are 


A üustralia's fundamental land prob- 
AP lem is one that nobody can solve — 
he soil itself i is old and exhausted. Aus- 
ři is one of the oldest land masses on 
| soils formed up to a million 





son, Europe. and North 
with soil formed by 
action only 20,000 
-contain more natural 
d therefore produce better 
an n Australian land, from which 
ients have been leached by the wea- 
On top of this, 70% of Australia is 
ar produces almost nothing. 

= When British settlers first started till- 
ing Australian soil they were disap- 
¿pointed by the results. They obtained 
ar lower yields than at home, but still 
hey continued with their old farming 
habits and European species of seed. 
The low yields prompted settlers to 
clear vast tracts of land. They then farm- 
od it using P ploughing methods suitable 
















































"he destruction of Australian farm- [7777 
land through soil erosion and other 





guilty of OS derehiction of public | 


duty" in failing to look after arid zone 
pasture land. 

The seriousness of soil erosion has 
been highlighted in several govern- 
ment-funded studies. A 1986 report by 
the House of Representatives' standing 
committee on conservation said that 
measurement of erosion in some north- 
ern areas indicated that the soils could 
be exhausted within 80 years. 

A 1979 study estimated that in the 
wheat-growing areas of Western Aus- 
tralia, 169,294 ha of farmland had been 
iost through salt seep, compared with 
75,000 ha m 1955. From coast to coast, 
some 4.2 million ha of farmland is esti- 
mated to be affected by salinity. 

And recent government estimates 
show 5576 of arid lands and 4576 of reli- 
able rainfall country suffering varying 
degrees of degradation. 

Land has been treated in many cases 
as an inexhaustible resource. Experts 
now want it to be recognised as non-re- 
newable, just like gas or oil. 

The federal Labor government is 
taking a much higher profile in address- 
ing the problem of soil erosion than any 
previous administration. As well as in- 


Fighting the arid land 


Good land management can save exhausted soil 


for small, enclosed fields. They 
ploughed up and down slopes rather 
than along them. Heavy rainfall after a 
long dry spell would then run quickly off 
the land creating flash floods which 
away the top soil. 

Australia is also very flat, providing 
little shelter from winds. Where soil has 


been stripped of its ground cover and | 


poumie to a powder, it can be simply 
lown away. There are no reliable esti- 
mates of how much Australian soil is 
washed or blown away each year. But it 
is thought that at least 40 tonnes of soil 
are lost each year from the fertile Dar- 
ling Downs in southern Queensland. 
Apart from wind and water erosion, 
there are other problems: salinity, 
acidification, gullying and — perhaps 
the most costly — soil structure decline. 
This is caused by over-ploughing and 
the compacting of the soil by hard- 
hooved animals, vehicles and machines. 
The effect is to produce soil with little 
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creased funding, a high-level minister 

task force has been set up consisting o 
Minister for Resources Peter Cook, to 
gether with the executive director of th 
National Farmers’ Federation, Ricl 
Farley, and the director of the Austra 
lian Conservation Foundation, Phili 
Toyne. It will propose nationwide soi 





conservation policies and initiatives. 


Government and state efforts art 


| being directed towards local solution: 
| and community awareness. As part o 


this awareness campaign, 1990 is to bi 
"soil conservation year” and 1990-9 
"soil conservation decade.” 

The collaboration between farmer: 
and ecologists is seen as a very impor 
tant political breakthrough. Farley be- 
heves it is the single most important de- 
velopment. Welding the farmers’ con. 
siderable leverage on government with 
the environmentalists’ own politica! 
clout in different circles has createc 
what he calls “a potent mix.” 


| s 

| 

Ithough the problem has beer 

| known and recognised almost from 

| the start of 200 years of European pre 

| sence in Australia — the first ordinance 

| against felling trees on harbour anc 

| river banks because of erosion was is 

| sued in 1803, just 15 years after the firs 
settlers arrived — little effective actior 
has been taken. 

The division of authority betwee 
| the federal and state governments — 
| which are massive landowners and hav: 

primary responsibility for their land — 
and the multitude of ministries, agencie: 
and research establishments has confus 
ed and diluted efforts to combat erosion 

Another stumbling block is the ven 

fact that no authoritative and acceptec 


organic matter, which solidifies and be- 
comes impermeable. Plant roots are un- 
able to penetrate the soil. 

Salinity is principally caused by twc 
factors: irrigation and tree clearing 
Trees have roots reaching down 10 m 
into the earth. Wheat or grass only 
penetrate a few inches. When trees arc 
cleared and crops are planted, rainwa- 
ter which cannot be absorbed by the 
plants seeps down into the underground 
water tables and causes them to rise. 
bring salts and to the surface. 

The same effect can result from irri- 
gation when more water is spread on the 
ground than plants on the surface can 
absorb. Even suburban lawn watering 
has contributed to the process. 

Once the ground cover has died be- 
cause of salinity, or has been washed 

| away by floods, rain quickly starts to cut 
deep gullies, some 10-12 m deep, down 
slopes, destroying the land for cropping 
or grazing. 

One of the most dramatic demon- 
strations of the ravages of European set- 
tlement on the soil and water is found in 
Western Australia, where tree clearing 
has increased soil salinity to the extent 
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estimate of the size of the problem 
exists. The most ambitious effort to pro- 
duce such an estimate was made in a 
joint federal and state survey in the mid- 
1970s and resulted in the publication in 


1978 of a frightening report by the re- | 


search directorate of the Department of 
the Environment. 
The report concluded that of the 5 


million km? of land used for crops or | 


pasture in Australia, 2.7 million km! re- 
quired treatment of some kind because 
of degradation. It put the cost of the re- 
quired work at A$675 million — in 1975 
values — plus A$50 million a year for 
maintenance. 

The findings sent shock waves 
through political and farming circles, 
but little practical action resulted, partly 
because experts challenged the study's 
methods and questioned the validity of 
its pessimistic conclusion. Experts now 
tend to think that the study overesti- 
mated the problem. It took small sam- 
ples but multiplied its findings to cover 
whole areas. And it lumped together 
land requiring serious treatment with 
areas which were only slightly affected. 
Only now, 10 years later, is a-more reli- 
able survey being carried out. 

Meanwhile, the debate is continuing 
between those who want to wait. until 
the full picture is available and those 
who believe in immediate action. 

Those who believe not enough is 
being done point to the relatively small 
sums being spent on the problem. Esti- 
mates for expenditure in 1987-88 show 
that only A$823,000 was allocated for 
federally funded research, while the 
state governments spent just A$5.7 mil- 
lion on 131 practical projects. 

This issue was raised at a hearing of 


that 36% of river water in the state is of 
no use for domestic, industrial or ag- 
ricultural purposes. The water in all the 
states’ longer rivers is now classified as 
brackish or saline. 

The worst effected, the Swan-Avon 
complex, has a salinity reading of 5,000 
mg per litre of Total Dissolved Solids 
(TDS). Water containing more than 
1,000 mg/l TDS is considered brackish 


and more than 3,000 mg/l, it is saline. 


Ironically, water from the Swan is now 
no longer suitable for use at the brewery 
which took its name. 


iSo and agricultural experts 
are confident they know the 
answers to all the problems. All that is 
required, they say, is the will and the 
money to put them into practice. 

For most problems, replanting trees 
in strategic catchment areas is a prime 
necessity. To stop flooding and wind 
erosion, contour ploughing and erecting 
banks on slopes is effective. "Zero til- 
lage" — only lightly turning over the soil 


for sowing and retaining stubble from | 


the previous crop — is effective against 
wind erosion. 
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the House of Representatives’ standing 
committee in May this year when Dr 
Alastair Christie, who heads the soil con- 
servation division of the Department of 
Primary Industries, was questioned 
closely by Labor MP Michael MacKellar. 

Christie agreed that soil erosion and 
degradation was one of the greatest prob- 
lems facing Australia, but said only 15 
out of several thousand people in the 
ministry were directly involved with it. 


He said the department was planning to 


spend only A$6 million on the NSCP in 
the current financial year, with state gov- 


INHOSPITABLE AUST 


DONA MORE RUN 


WHAT GOVERNMENT 
RESEARCHERS FOUND IN 


BREVIEWMAP by Andy Tang 


Where ground cover has been re- 
moved by over-grazing and soil has 


been compacted by cattle or sheep, the | 


land has to be rested and deep 
ploughed. Acidification, caused by à 
build up of nitrogen through the use of 
chemical fertilisers and clover pasture, 
can be reversed by the application of 
lime and by crop rotation. 

In all cases, less intensive land use is 
a vital part — and that means lower 
yields. But the idea, according to ex- 
perts, is to find a yield level which is sus- 
tainable, rather than one which leaves 
the land ruined. Good land manage- 
mentis the key to most of the problems. 

In this respect, many believe the gov- 
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ernments spending about A$60 million, 
Another A$6 milion was being 
spent on the salinity and drainage com- 
ponent of the water resources program- 
me, plus A$1-1.5 million on afforesta- 
tion. Of this A$12 million in federal 
government funds, about 4095 will be 
spent on research, 23.5% on demon- 
stration projects, almost 10% on educa- 
tion, and 6% on extension workers. 
MacKellar pointed out that com- 
pared with the "peanuts" beingspent on 
soil problems, the cost of landscaping 
the grounds of the A$1 billion new par- 


Source: Standing Committee on Sod CESAR HA, 
ernment needs to adopt a new ap- 


when drought has hit Australia 
emergency relief has been given 
to the farmers in the form of sub- 
sidies for feed to keep cattle or 
sheep alive and then subsidies for 
restocking land if animals die of 
thirst or have to be slaughtered. 

This, in the opinion of many, has 
been a subsidy for bad farmers at the ex- 
pense of the good ones. Drought, ex- 
perts point out, 15 a part of the Austra- 
lian chmatic cycle and not an extraordi- 
nary and unforeseeable event. The 
good farmer, with the onset of drought, 
slaughters his animals before they de- 
teriorate and husbands his resources for 
better times. 

It is the bad or ignorant farmer — or 
the ones who have come to rely on state 
aid — who gets the subsidies. Experts 
believe that taxation systems and land 
improvement funding should be ors 


ganised to benefit the prudent rather 
than the poor farmer. -~ Michael Malik 
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proach to drought. For years, 
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tament house T 
about A$50 million. Why; 
the country faced an issue of fundamen- 
-tal importance costing A$600 million in 
.Jost production a year, was the depart- 
ment not placing more emphasis on it? 
According to Christie, the problem 
ould not be solved by throwing large 
amounts of money at it. The answer had 
. to rest in the hands of the farmers. Fed- 
-eral funds were spent as "seed" money, 
as a catalyst. While the government 
contributed to a solution through re- 
'search, it was primarily the responsibil- 
ty of the land-holder to adopt the cor- 
rect farming practices and to adjust their 
“spending accordingly. 

Christie stressed that the “frighten- 
Ang figures" contained in the 1978 report 
were a result of attempting to address 
the cost of repairing the damage done to 
.the land over the past 200 years. That. 
he believed, was impractical. Arresting 
‘further land damage should now be the 
‘aim. He did not believe that govern- 
. ments or anybody else should necessar- 
. My try to restore all damage done by ero- 
sion. “You might easily find that the 
costs of doing that are nowhere near the 
. benefits that you might gain in increas- 
| ing land value or by the production you 
manage to restore," he said 

— Leo Devin, assistant secretary of the 
. land and water resources branch of the 
. Ministry of Primary Industries, says the 
^ government's strategy is to encourage 
;.rural communities to "own" the prob- 
_ lem because they are the ones who have 
-to solve it. Education and encourage- 



























he dead trees standing in the sheep 
> pastures of the New South Wales 
d (NSW) central highlands near the town 
of Yass are the first sign that there is 
"something wrong. Then as an expert 
points out the patches of bare brown 
earth, blotched with white, and the deep 
rain-washed gullies cut into the slopes, it 
becomes clear the land is ailing. 

. These are classic symptoms of dry- 
land salination, a growing threat in 
nany parts of Australia and attributed 
irectly to 200 years of tree felling. Don 
tussel of the NSW Soil Conservation 
ervice, knows the signs all too well. And 
e knows the cures. 

~ His problem is to convince local land- 
holders that it is the wav the land has 
een farmed since the beginning of 
'European settlement that has caused the 
present problems. 

> Russel is an outsider from another 
-part of the state and his help and advice 
snot always sought or accepted by the 
sheep farmers of Yass. But at Dick's 













he asked. f | 





p at Dick’s Creek - 


: : An expert plots to save saline dryland from further deprivation 


Creek on 10,000 ha of some of the worst- | 
ffected land in the area, he hopes to | 














tax incentives are the areas where the 
government can help. 

He stressed that if farmers believe 
that the problem is the government's re- 
sponsibility, bad management and 
farming practices will continue, with the 
expectation that when problems arise, 
money will be provided. 


arley, whose federation represents 

170,000 farming enterprises 
throughout the country, resents the 

"blame mentality." He believes that 
farmers are being made to “carry the 
can" for years of inadequate and inap- 
propriate government policy. Until 15 
years ago. farmers were still being given 
tax incentives to clear land of trees to in- 
crease production. Because of the vital 
role agricultural exports playin the econ- 
omy — 34% of the total, worth A$15 bil- 
lion in the current year — farmers have 
been put under pressure, says Farley. 

Others believe a lot of damage was 
done by the post-war soldier-settler 
scheme. Men with no farming experi- 
ence were given rights to land and urged 
~~ in fact, forced — to clear it on pain of 
lossing their leases. The plots in many 
areas were too small to sustain farming. 
Their over-use is now seen as a primary 
cause of degradation. 

Farlev and the government are ag- 
reed on the need to make Australia's 
urban taxpavers, who make up 85% of 
Australia’s population, aware of the 
problem. Without their understanding, 
the political will needed to conserve 


show over the next five vears just what 
can be achieved. 

At the moment, large areas of Dick's 
Creek are dead salt flats, scarred by 4 m 
deep gullies where rain has washed the ——————— — — — — —————— —————— 
bare soil away. In the middle of one bare 
batch of earth, water dribbles out of an 
old iron pipe which stands one metre out 
of the ground. 

“This must have been here for some 
time. It shows that the underground 
water table actually wants to be up this 
high above the surface. The pressure of 
water is forcing the salt up from below," 
explains Russel. 

Russel's first task is to discover the 
underground water system and under- 
stand exactly how the salt is coming to 
the surface at Dick's Creek. Then he can 
work out where trees should be planted 
to lower the watertable and eventually re- 
lieve the upward pressure. Rain will then 
start to percolate down through the sur- 
face and wash the salt back underground. 

Meanwhile. some of the least effected 
areas can be deep ploughed and salt-to- 
lerant grasses sown to give the surface 


grants, low-interest bon: and 
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P They are also agreed that this. is i not 
the time to start using legislation to en- 
force better farming practices. Au- 
thorities in several states have very 
strong legislative powers but prefer not 
to use them. In New South Wales 
(NSW), the 50-year-old Soil Conserva- 
tion Service actually has the power to 
enter a farm, take samples and even fix 
a problem without the farmer's consent, 
and then bill him for the work. 

But everybody agrees that causing 
friction between farmers and govern- 
ment experts would be the worst ap- 
proach. Friendly persuasion and lead- 
ing by example is the accepted way for- 
ward. 

But Don Russel, a NSW extension 
officer in the sheep country near Yass in 
the central highlands, believes some bad 
farmers are too "individualist" to be 
changed by example. He envisages a 
time, say in 10 vears, when local com- 
munity groups will be armed with powers 
to enforce good land management, just 
as companies are bound by company law 
to conform to accepted rules. 

































Soil erosion: new | Soil erosion: new study planned, planned. 


vital vegetation cover to stop further ero- 

sion. Although this provides a solution in 

some places, it cannot be a permanent 

one. These grasses form very un- 
economic pasture because sheep find 

them unpalatable. But if the tree plan- 

ting works, normal grass can return 

either naturally or by seeding. 

It all makes sense. But Russel knows 
some farmers do not want to learn. He 
points out hillsides on a large property 
which have only recently been cleared of 
their natural tree cover, with many tree 
trunks lying rotting on the ground. 

“Why would he do that? The hill is al- 
most bare rock. He can’t grow anything 
on it anyway. I wondered for a time if he 
had discovered a new market for moss. 
There is no logic to it, but he has always 
cleared ground and will go on doing it. 
That is the kind of thinking we have to 
change." — Michael Malik 





ix Ew ae 





WORLDWIDE SPONSOR 
1988 OLYMPIC GAMES 


QOL 


Its everywhere you want to be. 


list 


HHBBRHBT 


3 


i 


Each issue of AMM 


contains... 
€ Highlights of market trends 


€ Highlights of the results of 
-significant and 
medium sized companies 


€ Informed analysis and 
een ee much 


SPECIAL 
_ SAMPLE ISSUE 
OFFER | 


2 L Although AMM is sold 


only on subscription 
now you can sample a 
single issue by sending 

. US$15.00 along with the 
completed coupon. 


| © Discover for yourself just 


how great the dividends 
can be from being a 
regular subscriber to 
AMM. 


Antica en A Tove Tja Candas Rogo fes Rene, IND Bei HE Herode 






Review Publishing Co. Ltd. publisher of The Far Eastem Economic Review. 









15008 


Now for a limited time you can sample a single issue of Asian Markets Monitor for the low low 
price of US$15.00, including airmail postage and packaging. 

Asian Markets Monitor is usually available only by subscription. But because we are so confident 
that once you've read one issue and experienced for yourself why AMM is so highly reg: 
individual and institutional investors alike that you will want to become a regular subscri 

are making it possible for you to receive a single value packed issue. Let's take a look at every- 
thing you'll get in each issue of AMM. 


Concise Coverage of Asia's Stockmarkets 


Each weekly issue of AMM contains concise, comprehensive coverage and analysis of Asia’s 
fast paced stockmarkets. The kind you need to help you assess your current portfolio and to plan 
your future moves. 


AMM Can Help Eliminate Uncertainty 

While AMM can't guarantee you success and profit, it can help you to eliminate some of the un- 
certainty you might otherwise experience. In short, you will be better prepared by being better 
informed to make investment decisions now and in the future. It is always recommended how- 
ever before investing that you seek professional advice. 

A Heritage Second To None 

AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of Review Pub- 
lishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia's recog- 
nized authority on the regions' political, economic and financial affairs. Our Company's consider- 
able experience goes into making AMM an authoritative source of market information. 

A Wise Investment 

With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good 
restaurant, AMM could well prove to be the least expensive investment you make this year. It 
might also prove to be the one of the wisest. Read what this report has to say before you make 
your next investment decision. 


Unqualified Money Back Guarantee 


If for any reason after you've received AMM you wish to cancel your order you may do so at any 
time and receive a full refund of the unused portion of your payment. 


Don't Delay... Order Now 

Order now while you're thinking about it and begin receiving the kind of information you want and 
need about the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND 
KOREAN stockmarkets. 


To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., 
GPO Box 160, Hong Kong. 
C] Yes! Please enter my order to Asian Markets Monitor immediately so that | can begin to benefit 
from the investment intelligence | will receive each week. | prefer 
(] 1 issue — US$15.00 
(3 26 issues — US$327.00/£198/HK$2,550 
C] 52 issues — US$599.00/£363/HK$4,670 
You may forward payment in equivalent local currency 
{J Pencse. . N payment thereof (cheque payable to Review Publishing Company Ltd. ) 
Or, pene eer) credit card (tick one): l 
American Express C] DinersClub ©] MasterCard O Visa 
Exp. Date | 


{i 
2 
g 
8 

















Card No. 





Name n e cu cuu esiLun ul cA hu LRL NOS 





Tel. 





Title | R0922AMM 














=. ssr ur Amm. o_o — "7 9 -—— 


BOEING DESIGNED THE PERFECT PLANE. 
WE DESIGNED THE PERFECT FLIGHT. 


L 
= =A L ^ ; 
— 


Ñ 


e 


We 
\ 


SN 
(QV : 


d 


" 
Md - 
a 
Li 
* 
bs C1 
B 
^ 
g 





A THE NEW GULF AIR 767's Our commitment 


to passenger comfort, sophistication and luxury 
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ains ode ——— Never before had the craftsmen 
"m ~ at Boeing been given such elaborate 
specifications for the furbishment of 767's. 

Our 767's are now ready to take their place on our 

long distance routes, And it's there that we know 

they'll come intotheir own; because the longer 

the flight, the more luxury is appreciated. 
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@ FEW stockbroking firms are making | 

- profits in these dog days of slumping | 

market turnover. So talk of a special | 
stock transaction levy to finance Hong- | 
kong's new market watchdog, the Sec- | 
urities and Futures Commission (SFC), | 
_ hits brokers and surviving equity invest- | 
ors like a brick to the head. | 
| As it is, Hongkong securities trades | 
- are subject to a transaction levy which | 
provides 75% of the stock exchange's | 
“income, a levy to repay last October's 
. HK$2 billion (US$256.4 million) fu- 
tures-market lifeline, brokers’ commis- 
sion and government stamp duty. 

The cumulative total of these levies 
. does not enhance cost-effective securities 
trading in Hongkong. Political sensitiv- | 
My also militates against more market ta- | 
xation to pay for such an unloved con- 
cept as tougher market regulation. 

The principle, however, is that the 
market should finance its own regulat- 
ory bodies, the stock exchange and 
SFC. Early September saw skirmishing 
between the stock exchange’s deputy 
chief executive, Susan Selwyn, and SFC 
heir presumptive Robert Owen as they 
pushed their respective claims. 

Clearly, a radical appraisal of fund- 
ing options is needed. The government 
could plav a constructive role in this 
process. One way would be to reduce 
the 0.3% stamp duty on share trades — 
an impost which yielded more than 
HK32 billion in last year's boom — so 
the transaction levy can be increased. A 
one-off initial grant to the SFC might 
also be needed. 

The stockmarket’s capitalisation is 
FINANCIAL TIMES 
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one-and-a-half times that of Hongkong's 
GDP, and its importance in the terri- 
tory's economic fabric is unquestioned. 
A fair solution would keep the market's 
. tax load constant, cost competitive and 
contribute to restoring market confi- 
: dence. 

- @ FOR her part, Selwyn insists that 
“her verbal jousting with Owen was 
."healthy." But crucial delineations of 
gulatory boundaries loom between 
ie SFC and stock exchange. 
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Iho pays the unwelcome piper 


VO 
EU ir 


Drafting a law to set up the SFC 
should be relatively easy. The big issues 
are the speed at which power is de- 
volved to the stock exchange in line with 
proposals made in the government's 
Davison report into the October crash, 
and how heir presumptive Owen tackles 
his job after his coronation. 

Unfortunately, the Selwyn-domi- 
nated stock exchange has not set an 
inspiring example of 
market regulation. 
Share-trading suspen- 
sions are too lengthy, 
too frequent and not 
justified fully. The ex- 
change seems power- 
less to control share 
ramping or abysmal 
levels of corporate dis- 
closure matters 
which former Lloyds of 
London chief executive 
lan Hay-Davison did 
not address in his ' re- 
port. 

The exchange has acquired the repu- 
tation of only picking on weaker targets. 
Property company Estate Finance and 
comic book publisher Jademan Hold- 
ings are punished for trivial offences, 
while the big boys carry on as before. Ac- 
tionis urgently neededon the ramping of 


Singapore 


tion and development group Paul Y. 


tates also warrant a close watch. 

Owen, for his part, appearsto regard 
his priorities as the proper registration 
of brokers and supervision of their capi- 
tal adequacy. That is certainly needed in 
the futuresexchange — assuming it rises 
Lazarus-like from its death bed. 

But the SFC and stock exchange 
must avoid empire-building contests 


| which create a harder life for Hong- 


kong's smaller stockbrokers, whose role 
is seminal and who were not responsible 
for last vear's market crisis. Reform 
must concentrate on the top, tackling 
the bugbears of share ramping, insider 


Ei trading and desultory disclosure. 


€ THE market turnover slide also 
raises the intriguing question of person- 
nel lay-offs by securities firms. Not 
many are operating in the black. Even 
fewer are making a solid profit. Yet the 
head-hunters are frenetically seeking 
"talented" stock analysts and traders. 
The logic is that talent might boost a 
firm's market share and position it for 
the upswing. 

Of course, any signs that the bear 
market could last some years might trig- 
ger a shake-out. A leading securities 
head-hunter thinks the purge could start 
after the US presidential election. 
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| stockbroker James Capel would rather 
shares in property developer Wing Tai | 
and abnormal share trading in construc- | 
' | than let him work for rival Barings. Bar- 
Current trading patterns in Chinese Es- | 











Sull, the recent influx of US banks 
into Hongkong would attest that Sou 
east Asia is regarded as a long-te 
growth area. Salomon Brothers 
rumoured to be the next plannin 
Hongkong presence. And in labo 
starved Hongkong one does not ligh 
retrench staff. D 

The growing fragmentation of the fie 
nancial services business and the rise: 
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the boutique-shop approach could also 
present myriad opportunities. Indeed, 
should firms stop recruiting and simply 
keep existing staff, the real casualties 
might be the head-hunting agencies. 
One revealing sign is that 


make analyst Stuart Cook idle on full 
multi-million dollar pay for six months 
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ings could do with some help after its 
string of market botch-ups in the past 
three months. The firm apparently 
plans a roast pig celebration to try and 
improve its fung shui. 

Surely Capel has better things to do 
with its money than spending it in the | 
forlorn hope of trying toneutralise Cook | 
(it wanted to isolate him for a year)? E 

€ FIVE months after raising HKS 4 
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| million in its flotation, Thai agri-busi- ` 


ness company C. P. Pokphand is hold- 
ing a HK$417.3 million rights issue. The 


| controlling family will contribute : 


cash, as Pokphand's purchase of th 
chicken farms in China from the f i 
ily's private interests equates to the fam- 
ily's cost of taking up its rights. 

The China companies are one or 
two-year old ventures with no profit re- 
cord, Shareholders are assured this will. | 
change in future, but a remnimbi-pro- | 
ducing asset usually only pays Hong 
kong dividends if the business generate: 
foreign currency. | 

In any case, if the companies à 
going to be profit spinners why does 
family, like sensible entrepreneurs, 
keep the initial gains for itself? P 
phand was listed as a food company 
regular earnings, not as a venture capi 
tal outfit, 

























| BORROWINGS 


By Jose Galang in Manila 


Just one month after the expiry of an 
‘J International Monetary Fund (IMF) 
standby credit facility, the Philippine 
Government is preparing to ask its cre- 
ditors for a new financing programme to 
Support economic-growth goals for 
1989-90. On the Philippine team going 
to New York next month to ask for 
| more help will be much-criticised cen- 
< tral bank governor Jose Fernandez 
. who has just received a public vote of 
confidence from President Corazon 
Aquino. 
The Philippines needs up to US$3.1 
billion if it is to achieve its growth target 
| [for 1989 and 1990 of 6.5% a year. Offi- 
| cial donors and commercial banks will 
-be asked to provide US$2 billion. The 
¿country is expected to use US$1.8 bil- 
|. lion of this to beef up international re- 
| serves which have fallen below the equi- 
~ valent of two months’ imports. 
i In August, the IMF ended an 18- 
j| month standby facility that had sup- 
=- ported economic reforms over the past 
. two. years. Manila now wants up to 
| US$1.2 billion of IMF money, prefera- 
j bly in longer-term financing. This 
money could come from the extended 
financing facility (from which the 
- Philippines is eligible for up to US$900 
milhon) and the newly launched con- 








































onsumption-led growth in the 
| Philippines appears to be easing, 
. possibly due to slow absorption of new 
|. investments which are still being made at 
“an increasing rate. On the surface, 
| newly released government figures look 
good as they show GNP grew by 6.8% in 
real terms in the first half, compared 
‘ith 6.1% in the same period last year 
nd 1987's overall 5.05% growth. The 
vorry is that the rate of improvement is 
slowing. 
- At current prices, GNP during the 
first half was estimated at some P399.8 
billion (US$19.04 billion), which indi- 
cates per capita output of P6,949 during 
the period. Household expenditure, 
which grew by 5.8%, accounted for 68% 
- of GNP. 
i Growth was slower in the second 
quarter, at 6.7% (year-on-year), com- 
pared with 6.9% in the first quarter. 
Government economists say that the 
probability of final estimates showing a 
lower growth rate for the second quarter 
is high, given that the first-quarter growth 
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Philippines seeks new credits 


- Commercial banks and the IMF will be asked for top-up funds 


tingency fund facility for economies 
hurt by increases in interest rates. 

Aquino doused speculation of a har- 
dening of Philippine policy on foreign 
debt with an announcement on 9 Sep- 
tember that Fernandez, who reaches 
the normal retirement age of 65 on 22 
September, is to stay on as central bank 
governor until 1990. The governor 
wants to maintain relations with the in- 
ternational financial community, rather 
than taking unilateral action such as re- 
pudiation. 

Fernandez has been the subject of 
rumours of impending replacement or 
resignation as well as of criticism. Many 
of these remarks are believed to come 
from sources in banks which the central 
bank ordered closed because of alleged 
irregularities. 

There have also been calls, even 
from Aquino's close advisers, for the 
appointment of a new debt-negotiating 
group to replace the current team led by 
Finance Secretary Vicente Jayme and 
Fernandez. 

In declaring her vote of confidence 
for Fernandez, Aquino emphasised 
"the continuing need to address our 
serious external debt problem in a man- 
ner that will provide effective debt re- 
lief, without derailing our continuing 


‘Bad omen in good news 


lA strong first half hides a slowdown in growth 


itself was initially estimated at 7.6%. 

While government officials are satis- 
fied with the trends, described as **being 
close to targets," independent economists 
note that the slower expansion in the sec- 
ond quarter is a deviation from the usual 
pattern in which the first quarter is the 
slowest. Infrastructure investment, for 
instance, is usually heaviest in the dry 
weather of the second quarter. 

However, that does not remove the 
significance of the 6.8% overall expan- 
sion in the half-vear, helped to a large ex- 
tent by increases of 14.8% in construc- 
tion and 8.5% in manufacturing ac- 
tivities. The agriculture, fishery and 
forestry sector grew by 2.2%, compared 
with only 1% during the drought-af- 
fected first half of 1987. 

The government figures also show a 
13.4% increase in fixed capital invest- 
ment, mainly registered during the sec- 
ond quarter. Purchases of durable 
equipment grew by about 14% and pri- 
vate construction advanced by 15%. 

— Jose Galang 
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Nonetheless, the Philippine debt 
panel goes to New York for the discus- 
sions with the creditors amid continuing 
anxiety, at home and abroad, over the 
country's debt burden. The Philippines 
now owes some US$28.6 billion. Com- 
mercial banks, in particular, are ap- 
proaching the negotiations gingerly 
owing to confusion over recent Philip- 
pine policies. 
Many creditors remain critical of the 
the slow rate at which existing credit and 
funds for development projects are 
drawn down. A key point in the coming 
negotiations will be what any new 
money is used for and how quickly it is 
used. 

The Philippine panel wants to secure 
only financing from the official donors 
and commercial banks. However, the 
banks are only likely to participate if 
there is the added assurance of a tightly 
monitored IMF credit arrangement. 

The debt talks are set against the 
background of simmering contempt in 
the Philippine legislature over the grow- 
ing debt burden. Some 4576 of the an- 
nual national budget goes on servicing. 

For now, however, the financial and 
monetary authorities in Manila want ex- 
ternal financing. The trade deficit of 
US$535 million in the first half of the 
year was 4096 above target, though im- 
ports have not risen as fast as projected. 
A drop in international reserves is cur- 
tailing the central bank's ability to check 
speculation on the peso. By mid-Sep- 
tember, the peso's rate against the US 
dollar was already down 2.09% from 
the start of the year. 

The estimated budget deficit this 
year will be about 2.7% of GNP, and 
collections of taxes and customs duties 
are running below targets, though im- 
ports are up. About 70% of revenues 
are raised from domestic transactions. 
Fiscal targets can be adversely affected 
by any slowdown in an economy which 
is still largely consumption-led. 

The trade deficit is projected to ex- 
pand gradually from US$1.02 billion 
last year to about US$1.08 billion this 
year and US$1.4 billion in 1989. Fortun- 
ately, much of the increase in import 
should be capital goods and raw mate- 
rials needed for growing industrial acti- 
vity. The net terms of trade, which in 
the pan two years grew by an average 
8.7% a year, is forecast to slow this 
year, 

The overall balance of payments 1s 
expected to run a deficit of US$1.68 bil- 
lion this year, but the rescheduling of 
term loans from official sources and 
commercial banks will prune that to 
US$235 million. An estimated US$567 
million of new money will be needed 
to cover the gap after priority program- 
mes are taken into account; this repre- 
sents an increase of only US$1 million 
from last year. ra | 
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_ By Nick Seaward in Kuala Lumpur 


M alaysia's Capital Issues Committee 
WI (CIC), has revised its guidelines for 
the new issue of securities by public lim- 
ited companies. The latest revision — 
_ its third in three years — contains signi- 
: ficant concessions by the CIC. Its critics 
-had claimed that previous limits on the 
. price-earnings (p/e) multiples of new is- 
_ Sues were too low to encourage quality 
- companies to seek a listing on the Kuala 
Lumpur Stock Exchange (KLSE). 

. Under the revised guidelines, banks 
can be priced at up to 12.5 times gross 
"earnings, against 12 times previously. 
And in the biggest improvement of all, 
plantations companies can be offered 
at up to 11.5 times earnings, com- 
pared with a former upper limit of 
SIX. 

When taxation is taken into account, 
these multiples work out at net figures 
of around 17-20, which is broadly com- 

-parable with some of the cheaper stocks 
in both sectors on the KLSE. Before the 
first set of CIC guidelines were issued, 
all new listed companies had to price is- 
sues at a multiple of between 3.5 and 
five times gross earnings — about one- 
third of the average for blue chips on the 
KLSE. 

Apart from plantations, the sectors 
which have been awarded the biggest 
rises are services and trading — both up 
four points to a maximum p/e of eight — 
and manufacturing — up 3.5 to nine. 
This seems to indicate a change of heart 
by the government as the trading-ser- 
vices sectors were previously given the 
lowest possible prices. 
. Brokers and analysts are still scratch- 
ing their heads over one unexpected ad- 
dition to the pricing guidelines — a new 
gaming sector. Three out of the five 
legal methods of gaming in Malaysia 
have already been listed — Genting, 

Magnum Corp. and Sports Toto. Of the 
remaining two, neither is thought likely 
to apply for a listing in the near future. 
— The CIC's motives for allowing 
higher prices for banks and plantations 
may be easier to interpret. Two state- 
owned companies — United Malayan 
Banking Corp. (UMBC) and Kumpu- 
lan Guthrie — have long been consi- 
dered ripe for listing. UMBC, the coun- 
try's third-largest bank, is 86% -owned 
by Pernas, which is owned by the Minis- 
ter of Finance Inc. Plantation giant 

‘Kumpulan Guthrie is owned by the na- 
Nora invesimien? corporation, PNB. 

. lInadditionto UMBC and Kumpulan 

Guthrie, a number of other large, qual- 

ity companies are now expected to be 
encouraged to seek a local listing. Brok- 

-èrs have their eye on the local subsidiary 
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Price is the issue 


- Malaysia's CIC eases some issue guidelines, but tightens others 


| 


of Néstlé, in particular. 
However, smaller 
companies may be dis- - 
couraged by the new 
guidelines as the CIC 
has also raised the 
minimum paid-up capi- 
tal requirement from 
M$5 million. (US$1.9 
million) to M$20 mil- 
lion. This seems to be 
paving the way for the 
establishment of a sec- 
ond board. 
The CIC has also 
tightened up on a 
number of other points. 
Merchant bank spon: 
| Sors must now under- 
| write rights issues, 
| while brokers wishing 
to do so must first be approved by the 


ENRETE S ESEE 


CIC. Most importantly, in rights issues 
raising money to repay bank borrow- 
ings, the sponsoring merchant bank 
must submit documentary evidence to 
the CIC that those repayments have 
been made. Furthermore, companies 
with a share premium arising from a 
rights issue must wait at least a year be- 
fore capitalising it in a bonus issue. 

On the other hand, the CIC has 





FINANCE 


By Lincoln Kaye in Bombay 

nternational banks are competing to 

land India's first aircraft lease financ- 
ing deal. A decision could come as early 
as this week on a US$138 million deal 
for one of two Boeing 747 combis (pass- 
enger and cargo) to be bought this year 
by Air India (AI), the government- 
owned international carrier. 

Whichever bank wins will have an 
edge in the bidding for a second con- 
tract. The government domestic carrier, 
Indian Airlines (LA), needs US$1 bil- 
lion worth of lease financing to fund the 
acquisition of 19 European Airbus 300s 
over the next few years. 

In their eagerness for the business, 
the banks might offer India excessively 
generous terms, thereby scaring away 
potential equity investors. 

In aleveraged lease, an aircraft hold- 
ing company is formed in a country that 
offers favourable tax treatment — in the 
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KLSE dealer: seeking quality. 
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Fly now, pay later 


Two Indian airlines try leasing new aircraft 
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industrial, property and tourism sectors 
and 0.3:1 for plantations. 

DAVID HAYES Other concessions 

apply to special issue: 













Malaysian oni 
owned compan 

comply with the 
Economic f 
(NEP). The max 

p/e multiple at wl 
the special issue can 
be priced has now 
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with the maximum . 
allowed for general | 
issues. In addition, — 


the minimum dividend | __ 
yield set for the special | 
issue shares has been 
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lowered from & to 
896. 


Tougher conditions now apply to in- 
formation supplied to the CIC. The au- | — 
ditor is now responsible for the accuracy || — 
of the profit forecast as well as the spon- 


must also submit detailed cashflow pro- 
jections and lists of all debtors (good 
and bad) for the first time. A company 
must also now make public immediately 
any decision by the CIC on an applica- 
tion for the listing of shares. ry 
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current case, Japan. The tax benefits 
are passed through to the airline 
operator in the form of reduced lease 
payments. Equity shares in the holding: 
company comprise about 20% of the 
financing requirement and the balance 
is borrowed on the market. 

If equity investors remain cool on the 
holding company's shares, the lease 
falls through. Deals for Thai and 
Chinese airlines recently met such a 
fate. India, as a newcomer to the lever- 
aged leasing market, could run into 
some investor resistance, especially fot 
the relatively longish — 10-12 year — 
tenure that AI wants. An Airbus, | 
contrast, costs about US$50 mi 
and most aircraft finance deals ext 
over only seven to eight years. 

To avoid overtaxing Japanese invest- 
ors’ untried appetite for Indian lever- 
aged lease finance, AI and its bankers 
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agreed to use this avenue to fund only 
one of the two 747-combi purchases. 
. For the second aircraft, AI will raise a 
 tax-spared syndicated loan in Japan. 
. This facility, bankers feel, can readily 
.be expanded to cover both aircraft 
-should the lease offer fail with Japanese 
equity investors. Two strong syndicates, 
-one led by the Industrial Bank of Japan 
cand the other by Barclay's Bank, have 
bid for the loan component. 

. Bids for the lease side have come 
from American banks Chase Manhat- 
tan and Citibank, and the Bank of 
Tokyo and Société Générale. AI offi- 
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|. -By Jayanta Sarkar in Calcutta 


5 P the world's biggest tea producer, 
- Mis hoping to revive the flagging export 
fortunes of its tea industry this year. 
- Shipments of tea have been stuck in the 
i 200-220 million kg range for most of the 
| past 40 years. But in the current fiscal 
| year (ending March 1989), New Delhi 
| wants the industry to export 250 million 
T kg. 
|. The task should be made easier by 
. this year's bumper tea crop which is ex- 
: Vidi to produce at least 700 million 
‘kg, against 675 million kg in the previ- 
ous period. Exports have already 
soared in the first quarter of this year 
to 30 million kg. almost 10 million kg 
upon the same period of last year. 
But the tug-of-war between grow- 
ing domestic consumption and ex- 
ports is again likely to act as a brake 
on overseas sales. In 1947, 31% of 
"India's tea output used to be kept 
within the country and 6976 released 
for export. By 1987, that situation had 
been reversed — India now exports 
just 31% of tea production and retains 
-the rest. As a result, the country's 
share of world tea exports has fallen 
from 53.3% to 21.1% over the same 
— However, this year's record crop 
will have a bearish impact on the 
domestic price level. Producers are 
already concerned about such a pros- 
pect, but it should enable traders to 
quote more competitive overseas 
< prices. Their export efforts will also 
. be helped by the steady decline of the 
< Indian rupee against the US dollar. 
Indian exporters are alreadv quoting 
-prices in the US$1,800-1,850 a tonne 
. range, while Sri Lankan shippers are 
- finding it hard to quote below 
< USS$1,850-1,900. 
New Delhi is becoming more re- 
sponsive to the industry's needs in a 
bid to encourage the export drive. 
Apart from fiscal relief, it has been ex- 





cials met the bidders over the weekend 
of 16 September to iron out terms. 

In order to pave the way for lease 
financing, India's Finance Ministry has 
had to amend regulations to extend to 
lease payments the same degree of tax 
exemption on interest and principal as is 
now enjoyed by loan instalments. New 
Delhi also had to be convinced that à 
lease did not give the lender any more 
operative control over the aircraft than 
would a syndicated loan. 

No matter what happens to AI, 
bankers feel that because of its enor- 
mous investment requirement, IA will 


Brewing new exports 


India moves to revive flagging overseas sales of tea 


tending other incentives. Bulk tea ex- 
porters now enjoy import 
privileges under the new 1988-91 three- 
year export-import policy. Previously 
the scheme only covered exporters of 
value-added varieties. The subsidies for 
replanting and rejuvenation, which are 
intended to raise garden productivity 
and cut production costs, have also been 
raised. A special incentives scheme has 
been introduced for south Indian exports. 


INDIA GROWS MORE TEA, BUT 
| LOSES EXPORT MARKETS 
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Mm indian tea production $ 


: Sel urce Calcutta Tea Traders s’ Association, - 


have no choice but to turn to the lever- 





aged leasing market, even at marginally 
costlier terms if need be. Although the 
current round of bidding has been domi- 
nated largely by US and Japanese in- 
stitutions, Europeans are likely to be 
more active in the next round, when the 
sales of their “home team,” Airbus In- 
dustrie aircraft, are at stake. 

AT's 747-combis are priced, and will 
be funded, in US dollars. The aircraft, 
the first of which will be delivered in Oc- 
tober and the second in November, are 
scheduled to fly Middle Eastern routes 
where revenues will be in US dollars. g 


One danger of falling domestic 
prices, however, is the possibility that 
they may induce producers to be less 
particular about the quality of their out- 
put. That would be an unwelcome 
change because one of the biggest gains 
in the Indian industry over the past few 
years has been a growing awareness of 
the need to improve quality. 

By exporting 250 million kg this 
year, India hopes to earn Rs 7.5 billion 
(US$4.4 million) in foreign exchange. 
But to achieve that it must make Rs 30a 
kg. This yield (or unit-value realisation) 
has fallen steadily from Rs 35 a kg in 
1984 to Rs 30 last year because of an 
oversupply and competition from other 
exporters. As a result, India's export 
earnings from tea have fallen from Rs 
7.71 billion to Rs 5.92 billion over 
the same period. 

So far this year, the unit value has 
remained steady at Rs 30 a kg. But 


| 8 producers expect it to decline once 


$ the rains tea harvests, cropped during 
2 the monsoon months, come to the 
; market later this year. They are gen- 
$ erally of a poorer quality. 

€ A major weakness of India's ex- 
port effort is its heavy reliance on just 
12 markets. In fact, just three coun- 
tries — the Soviet Union, Iran and 
Britain — account for 7096 of over- 
seas sales. Of the three, itisthe Soviet 
purchases that have come to form the 
main support of India's tea industry. 
Last year, its purchases totalled about 
82 million kg. Government sources 
hope the 1988-89 take will be even 
higher, but there is mounting concern 
that Soviet economic reforms might 
reduce India's sales. 

India's export effort is also vulner- 
able because of the low proportion of 
value-added exports, particularly 
packet tea. Packets account for only 
8-9% of India's total exports — which 
is dismally poor compared to Sri 
Lanka's 39-4096 . The Indian Govern- 
ment wants that share to be raised. It 
would also like the industry to make 
more of the specialty-tea market. It 
recently financed a special research 
and development programme for the 
industry and is exploring the possibil- 
ity of a special joint-marketing ar- 
rangement with Sri Lanka. n 
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“Cassandras attacked 


F ew Sri Lankans will quarrel with the 
World Bank’s most recent assess- 


around has begun and is looking for- 
ward to a favourable winter season after 
five depressed years. Visitor arrivals 
have risen since May. 

Amaratunge said that gross foreign 
assets, which were Rs 18.13 billion at 
end-1987 — equivalent to three months’ 
imports — had risen to Rs 19.54 billion 
by 30 June. Corrective monetary and 
fiscal measures have been taken to bring 
inflation down from the current 14% to 
9% by the year end. Unemployment is 
estimated at 20%, though the govern- 
ment’s crash-employment programme 
hopes to provide 115,000 new jobs by 
the end of the year, he said. 

“Far from getting worse, the econ- 
omy is looking up . . . Do not therefore 
pay too much heed to these prophets of 
doom," Amaratunge said, expressing 


| 
| 
ment that the country faces “one of the | 
most complex [situations] in its history, | 
both politically and economically." 
< Economic growth was a mere 2% — the 
: lowest in the past decade — the bank 
' noted gloomily. 
. But Deputy Finance Minister John | 
. Amaratunge, in a recent speech before 
the National Chamber of Industries, | 
took a shot at the ^many Cassandras" | 
. who warn that the people face shortages | 
- by next March. | 

Amaratunge instead painted a some- 
what rosier picture. During the first half 
year, he said, rice production was up | 
21% to 1.7 million tonnes, from 1.4 mil- | 
lion tonnes a year earlier. Industrial 
growth rose from 8% in the first half last 
year to 11% this year. Foreign 
investment also looked up. In- 
vestment in projects under the 
Greater Colombo Economic 
Commission, which operates 
the free-trade zone north of the 
city, and under the Foreign In- 
vestment Advisory Committee 
is running at Rs 6.18 billion 
(US$187.84 million), compared 
with Rs 5.67 billion a year be- 
fore. Colombo’s brisk stock- 
market supports the deputy 
minister’s view. 

Only tourism reported a 
small decline in the first half 
over the same period last year, 
though there had been an im- 
provement in the past two 

months, Amaratunge said. The 
tourist industry believes the turn- 
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9 Ag 
(7 Aq) 
A$1.2b +28.4 12A¢ 
(US$965.4m) (4 Aq) 
| Lend Y 30 June | A$117.8m -20 | A$1.25b +27 | 50A€ 
| Lease (US$94.8m) (US$1b) 45 Ac) 


( 
| Raymond Y 31 Mar. | Rs85.2m -25 | A$1.9b +10 25% 
| Woollen (US$5.9m) (US$131.9m) | (same) 
; +13 3 


5% 













: i (45%) 
Nam Ya H30June | NT$2.2b ~6.4 | NT$25.4b +12.5 n.a. 
Plastic (US$76.4m) (US$881.9m) (n.a.) 
Evergreen +3.8 | NT$13.4b +23.7 na. 
Marine (US$465.3m) (n.a.) 

+23 M$219.3m +13.6 10 Mg 
(US$82.9m) (same) 
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Profits of Rupert Murdoch's media flagship were heid bac 
by an interest bill of A$579m. 


A boom in aluminium prices and lower taxes propelled ; 
huge rise in net. 


with a one-for-10 bonus issue. 
indian textile firm diversifying into polyesters 


group member. 
One of the world's largest shipping firms is diversifying 
the hotel business. 
Directors of Malaysian gaming and plantations 
expect satisfactory second-haif. 


; aware that Sri Lanka’s economic p 



















confidence in the governments pro- 
gramme and the support from the 
International Monetary Fund, Worl 
Bank and the group of aid-donor cow 
tries which pledged USS612 million in 
June. 

The World Bank is only too w 


is serious. Its most recent report no 
that the country’s level of spending c 
tinued to exceed available resources; 
The current-account deficit in the ba 
lance of payments was running at 8% c 
GDP. The net official reserves have f. 
en to their lowest level in a decade 2 
the debt-service ratio is at a record hig 
of 3075. The bank is also unhappy tha 
fiscal deficits have pushed interest pay- 
mentson government debt to5% of GDP. 

Revenue difficulties forced the gov- 
ernment to raise the treasury bill limit in 
1986 from Rs 35 billion to Rs 40 billion 
— equivalent to about half the governe - 





ment’s expenditure. Finance 
Minister M. H. M. Naina 


Marikar told parliament that 
concessions granted to govern- 
ment employees, wage rises, 
and reduced taxes meant that 
the cash deficit had ballooned 
to more than Rs 4.5 billion. 


Serial er lise Hore iiec pti iore TA 


Some extra revenue Te- 
sources introduced in June 


were increases on liquor and 
tabacco excises, and rises on the 
import duty on motor cars, 
These are expected to yield Rs 
750-800 billion. Naina Marikar |. 
said he would keep bank bor- . 
rowings at the barest minimum, 
“but to tide over the situation, I= 
have to rely on short-term bor- 
rowings by issuing treasury: | — 
bills." — Manik de Siva ^ 
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NTEREST RATES Co) 












1-year 


































































































































































treasury interbank Interbank interbank 
i; t 
E bills/bonds* 1 month 3monthst 6 monthst 
s Australia 15.50 | 1255 | 12.9375 | 13.25 13.67188 
6.054 Britain 13.00 — | — | 11.3325 | 12.00 12.1875 
o Hongkong 9.50 | = | 7.6875 8.125 8.4375 
1,648.00 indonesia 22.00 | — | 1 9.50 n.a. n.a. 
133.60 133. 125.10 143.90 
dollar 1.605 1.609 1.414 1.599 "3.375 | | | 
rupee 17.83 | 17.83 17.835 17.5025 l ; 
Philipp peso 2123 | 21.08 20.905 20.60 Malaysia 6.75 -— | 3.30 3.45 3.65 
. Singapore dollar 2.035 2.039 2.018 2.092 | a x 
SouthKorea won 72040 | 721.30 728.70 806.70 SONOR S02 mA | 14.30 d 
rupee 32.927 | 32.927 31.017 28.93 Philippines 13.6875 16.858 | 13.50 | 14.00 14.00 
franc 1.561 | 1.5578 1.443 1.503 i | 
NT dollar 28.84 28.84 28.62 30.09 Singapore 6.13 — 4,875 5.00 5.25 
- Thailand baht 25.755 South Korea 11.50 16.0 | es = = 
-West Germany mark 1.812 } 
E EIE Taiwan 5.75 5.01 3.70 4.60 5.16 
Banknote Official Communist , 
im | rate” rate countries Thailand 11.50 4.80 11.25 11.50 == 
"Hangadesh laka China US 10.00 8.051 8.25 8.375 | 8.625 














































; Brunei dollar US$ - Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESf 
-Borma Kyat HK$=Rmb 0.476 

: Macau pataca m à : S3months 12 months 
, Nepal rupee oviet Union 25 

‘Papua. G. bias US c Paniai US$ | 8.3125 8.5625 8.6875 
Other: SDR1--US$1.30278, ECU1--US$1.1206, Laos £ Sterling 12.00 12.1875 12.1875 
5815 MS1.301, £1 HK$13.2374, US$= New Kip 350.00 Yen 4.9375 4.9375 4.9375 
/.8 months forward: Japan Y 133.088, i nodal d | 

^Hongkong HK$7.8085, Singapore $$2.204, tetnam Swiss Fr. 3.5625 3.875 3.875 
,tMiddierate "Selling rate ipai i Dm 493755 | 541875 5.3125 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- A$ 13.00 13.25 14.00 







tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 





*long term **shortterm tofferedrate Source: Telerate, Vickers da Costa & Co. 






COMMODITIES - m BOND YIELDS (%) 


Last sale to 12 Sept. Average of representative high-grade issues 


Previous de L 1 month | 6 months 


Gold London 3 ied 
3) 420.05 427.75 Domestic 3-5 yearst 8.60 8.91 7.65 





























448.55 456.75 





























































































































































































New York (4) 7-10 yearst 8.91 9.31 8.28 
| El id (Sept) l ae 101.80 109.10 81.85 international 3-5 yearst 8.76 9.12 7.77 
Aluminium T a) : T" 7-10 yearst 9.00 9.42 8.39 
^ Current delivery (Sept.) 1,408.00 1,498.00 2,240.00 1,032.00 wae | 
Dec. delivery 1,357.00 Domestic Syearst | 46l 4.48 3.582 
Tin KualaLumpur (2) 19.50 20.10 18.12 16.90 10 years t 5.40 | 5.43 4.455 
€ otton New York (4) International — 3-5yearst 4.50 | 4,50 3.92 
Current delivery (Oct.) 54.90 53.08 66.22 75.25 n 7-10yearst | 5,51 | 5.50 4.64 
m: 
Rubber KualaLumpur (9) Domestic 3-5 years" 6.055 | n.à. n.a. 
^ 383.00 268.00 10 years" |. na. n.a. n.à. 
international 3-5 yearst | 5.85 6.10 4.91 
KualaLumpur (5) 7-10 years t 6.49 | 6.74 6.07 
1,042.00 756.00 AS: | 
Domestic 3 years t | n.a. n.a. 11.63 
New York (4) m Wyearst | ona. | n.a. 12.19 
5.88 international — 3-5years! | 12.97 | 12.89 11.73 
7-10yearst | 12.2 12. : 
ice um em y 2.28 | 2.56 12.46 
737.50 1,100.00 ee ee E 
SOE m omestic l ; years* | 10.12 | 10.17 | 9.08 
Une 373.60 28100 years* | 10.19 | 1028 | 9.39 
international ^ 3-Syearst | 10.28 | 10.34 | 9.13 
cas a 7-10years! | 10.41 | 10.52 | 954 
vrent delivery (Sept) 285.60 289.00 257.60 166.00 £: | | | 
bec. delivery 298.40 Domestic 3yearst | n.a. j na n.a. 
oe Bangkok (8) 10 years t na | na. n.a. 
i% white fob 305.00 305.00 300.00 235.00 International — 3-5yearst | 10.83 | 10.28 9.30 
gedaen Chicago (6) 7-10yearst | 10.53 | 10.18 9.42 . 
| 869.00 884.00 526.60 NZ$: | | 
Domestic  3'5yeas! | 15328 | 13.8325 | 14.03 
| London | l 7-10yearst | 12.74 | 12.84 | 13.15 
Current delivery (Sept. j 856.00 872.50 900.50 1,167.00 international — 3years* | 13.57 | 13.92 13.70 
Dec. delivery 790.50 7-iüyears! | 12.92 | 12.805 13.116 
Coffee London 0) | co € | 12. : 
Current delivery (Sept.) 1,125.00 1,022.50 1,097.50 1,292.00 qu | 
Nov. delivery 1,111.00 3-5yearst | 477 | 4.67 3.93 
Petroleum Tokyo (11) | 7-10 yearst 4.61 4.60 4.56 
Sumatran tight 14.00 14.35 18.00 ECU: 
Brent London {11} 13.35 13.75 18.30 3-5 years! 7.38 7.27 7.16 
7-10 yearst 7.68 7.78 7.85 
(fü£atonne  (2MS$Sakg (3USS$anoz (4)UScaib (5)M$atonne (6) USe a 60 Ib bushel 
(7yUSe adéib bushel (8) USSatonne (9)Mcakg (10)S$a100kg (11)USSabarre! Source: Telerate, Reuter. Source: Telerate. 
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EFFECTIVE EXCHANGE RATES 















Ebonomic Growth % (real) (1) 


wee ted ial Min trade with the countries shown plus the 








AUSTRALIA ENR | HONGKONG 


INDIA 





; S: and Canada and 14 European counties: Figures. are for sd week ended 18 Septembe 
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! 
4.6 9.4 13.5 4.10 | 3.6 | Ag 
1983 1-3 7-7.5 6-8 1.50 3-4 3.5-4.5 
international Reserves (5) | 
Latest i orien pr ecd n.a. "o | Us$5.41b i Meri ud 
june . pr. (Mar.) ; JUD 
|  Yeareariier | USS9.11b US$12.49b n.a. US$6.50b | US$4.01b | USSE 
| Trade Balance (total merchandise) — | | | 
T Latest 3months | 4 USS$0.26b —USSO.63b -USS0.49b ~US$0.95b | +USS3.24b a bes ae 
| (Apr.-June) (Jan.-Mar.) KORY (Jan.-Mar.) i (Mar. May) Apr dune: 
Previous 3 months 4USS$0.33b -—US$1.24b -US$0.88b -US$1.57b i ^ dWSS2.62b i PERDET Gr ?b 
| Year earlier 4 U8$0.17b i -—U$S$S0.52b -USS$0.10b -US$1.51b i USS TEU +USS20 OD 
T Exports (7) | | 
| . Latest 3months US$8.61b US$8.92b USS15.81b US$3.39b | US$4.54b | — REBLOG 
| Machange previous 3 months | -4.3 -33.4 +24.7 £178 i -2.9 | #80 
|] % change year eartier | $113 +224 +26.7 +28.7 | +18.2 | EIET 
] Imports (5) | j 
Latest 3 months USS8.35b US$9.55b USS$18.30b US$4. 34b | US$1.40b | ESTRAGA 
% change previous 3 months ~Q.3 ~ 34,8 +20.2 -2.5 | ~ 85.2 | +64 
4 ‘% change year earlier | +10.3 414.8 31.6 44,8 i -35.4 | +304 
|. Consumer Prices | | | 
] Base July -duna 8i=100 | Sept. Dee 1986=100 lOct. 84-Sapt. d: :100(2) 1960-100 | Apr. 77-Mar. 78100. | 1885-100 
Latest 3 months index average 9. RC 0796. | he G | P AT | NS , 
| -June t. May Ju (Apr.-June (May-July (Apr. «June; 
|  T"echangeprevious 3 months | tori -0.1 i pf M 2,5 | +24 | PTO C 
] | % change year earlier | 9.8 £20 uA £114 | +86 | 
Latest A$127 39b(10) Rmb 823.31b HKS323.22b Rs 1.721(10) i fps 34.97t i *Y38 
(May) (Mar. en (July) | (Feb) l ^ 
% change previous month *0.8 +2,6(4 1) + 4.8 Í 2.1 i 
^» change year earlier +12.4 +29, + 15 7 +17.5 +85.4 | ot 
. MALAYSIA PHILIPPINES SINGAPORE SOUTHKOREA | TAIWAN | — THAI 
Con Growth % (real) (1) | poe | 
1987 4.2 | 5.05 8.8 12.0 | 11 | 
. 1988 6-8 5.5-6.5 6-8 10-11.5 | 6-8 | 
International Reserves (5) | | | T i m 
Latest USS6.02b USSO. 62b US$15.70b USSB.98b | US$7 4.266 US$ cb. 
(May). (Jure) (Mar) (June) | {Apr} | iue) 
1 Year earlier US$6.91b US$. 45b US$13.25b US$3.33b | US$57.40b ; USES. 71b 
Lb Trade Balance (total merchandise) | | 
F “Latest 3 months +US$O.61b(4) | d USSO. .30b —US$1.18b . 4U8$1.79b(6) *ÓUS$3.21b i 7 USSO: &7b. 
| (Jan.-Mar.) i (Apr.-June) (Apr.-Jüne) (June-Aug.) i (Apt. piune) i a 
_ Previous 3 months | * US$0.80b -USS0.23b -US$1.05b ^USS1.48b | + Me ope i 
1 ^ Year earlier +US$0.50b -US$0.22b —US$0.81b +US$1.29b | eres | 
] Exports (7) ; | ! 
i tui LAE US$4.08b(4) USS1.71b US$9.52b USS15.44b(B) — | US$15.50b ; USS2.Gtb 
% change previous 3 months -4.0 +14.0 +13.6 +94 l IRI | + 8.3 
|. % change year earlier 434.9 +24.8 +32.8 -29.3 | +128 | 289 
| imports (8) | | | 
_ Latest 3 months US$3.47b(4) USS2.01b US$10.70b US$13.65b(6) — | US$12. 28b | US$4. 28b 
% change previous 3 months | 43.2 *136 +13.7 +8.0 | 0.8 i +38 
] % change year earlier | +36.8 +26.4 +33.5 +28.4 | $360 +357 
. Consumer Prices | | m | 
|. Base 1980-100 1978-100 June Ge My eo 100 1985-100 | 1986-100 | 1976: 100 
|  Latest3months index average 128.6 400.1 104.1 113.5 | | 100,77 | 208.5 
oa (Feb.-Apr.} May duty (Apr.-June) (May-July) d iApr.-Junel i (Apr.- Jure) 
|^  % change previous 3 months -0.1 +80.3 434.4 | 40.8 i £11 
% change year earlier *1.1 tas +14.6 +72 f +144 ed 
| Money Supply (3 | | 
| Latent PE M$55.67b RP163.44b $$37.53b Won 42.7 4t NT$4.34t l Baht B4T.7b 
(May) (May) (May) (July) {Apr} | 
] % change previous month -0.3 i *2.9 #716 +16 | 
i % change year earlier 42.5 49.5 418.3 +229 | 





in ‘Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A {3} M2 or currency plus bank deposits (4) Peninsular Malaysia arly 
i9) Excluding petroleum. products (10) M3 


cept for Singapore {6) Customs basis 


{7} fob — (8) cif 

















(11) % change over past 3 months 


(5) IMP definition of reserves mim: quid : 
Source: Official statistics. 
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- tors opt for sidelines 


1 RADING on most Asian bourses was lacklustre with investors appearing uncertain about the short-term 
direction of the markets. TORON was teary, but Australia and New Zealand feli sharply. 


TOKYO: The steadying of the yen-dol- 
-lar exchange rate following the yen's 
. weakness in late August brought in- 
 vestors back to the market. The Nikkei 
-~ Average closed 415.16 up at 27,756.74. 
. Daily volume averaged 752m shares, 
he highest level since late July. Food 
processor Snow Brand Milk rose ¥40 
30.US cents) to ¥1,230. Kawasaki 
steel gained ¥73 to Y781. 


HONGKONG: Prices fell in lacklustre 


trading amid pessimism over the mar- 
_ket’s short-term direction. The uncer- 
-tainty pushed many investors to the 
-sidelines and led foreign institutions to 
sell holdings. Hongkong Bank fell 15 
HK cents (2 US cents) to HK$6. JSH 
| slipped 10 HK cents to HK$8.40. Vol- 
j ume for the period was 2.76b shares, 
“| worth HK$2.26b. 


| SINGAPORE: Bargain-hunters cashed 
in early on the post-election rally and 
prices continued downward for the rest 
of the period. Re-listed Tuan Sing 
| Holdings provided a bit of excitement, 
| gaining 13 S cents (6 US cents) from its 
|] suspended price of 24 S cents. Time 
|: Engineering lost 74 S cents to S$1.16. 
| Volume averaged 20.4m shares, val- 
ued at $$31.7 m. 


| KUALA LUMPUR: Prices drifted slow- 
| ly downwards in the absence of fresh 
"| leads and a general lack of interest. 
-o Volume slumped to an average of 

-10.8m shares a day, worth M$17.4m 
(US$6.6m) — the lowest since March. 
Tin stock Malaysia Mining Corp. lost 
19. M cents to M$2.66, while planta- 
^tions blue YE: KL Kepong eased 2 M 
x cents to M$4.52. 


JANGKOK: Spurred by new listings 
nd share splits, Thai speculators 
hed the SET index up 4.15 to 
11. Buttrading was still slow. Bank 
nd finance stocks closed lower, while 
construction and textile counters rose. 
aroong Thai rose Baht 188 
US$7.40) to Baht 849 on reports of a 
apital increase. Siam Tyre gained 
jaht 50 to Baht 479. 





















ANILA: Prices fell in thin trading as 
unds moved to more attractive yields 
n the money market and in the black 
yarket for US dollars. Turnover on 12 
. Sept. was the lowest in two years. The 
Manila Composite Index fell 13.17 
"points to 753.94. PLDT declined P1 to 
-P209 (US$9.90). San Miguel-B was 
‘unchanged at P226. Turnover aver- 
aged 515.7m shares, worth P37.88m. 

















AUSTRALIA: Shares slumped to their 
lowest levels for almost four months 
following a sharp fall in precious metal 
prices. But brokers said most investors 
remained cautious. Trading was light. 
National Australia Bank fell 14 A cents 
(11 US cents) to A$6.44. An A$114.5m 
scrip sale by Pioneer Concrete sparked 
interest but it finished 7 A cents lower 
at A$3.05. 


NEW ZEALAND: The market dropped 
to its lowest point since 6 July after 
weak performances in overseas mar- 
kets. Volume dropped to its lowest 
level since early June. Despite im- 
proved profit figures, Fletcher Chal- 
lenge fell 24 NZ cents (15 US cents) to 
NZ$4.76. Brierley dipped 8 NZ cents 
to NZ$1.36. Volume totalled 36.62m 
shares, worth NZ$40.15m. 


SEOUL: Shares ended another slug- 
gish period with a modest gain after au- 
thorities announced market-boosting 
measures. Electronics shares, up 
9.1%, led the market, with Samsung 
Electronics gaining 11.996. Trading 
companies gained 776. Insurance com- 
panies were down 2.5%. Volume aver- 
aged 6.4m shares a day, worth Won 
112.5b (US$156.3m). : 


TAIPEI: The weighted index dropped 
sharply after the government said it 
would sell all but 51% of its stock in the 
three commercial banks. Financial 
counters led the decline. Other sectors 
were flat. Average daily turnover was a 
record NT$52.3b (US$1.81b). First 
Commercial Bank fell NTS$155 to 
NT$786. Cathay Construction slipped 
NT$13 to NT$150. 


BOMBAY: The BSE index climbed to 
a 1988 peak of 621.69 on 8 Sept. before 
finishing slightly below the previous 
period's close at 620.01. Heavy institu- 
tional buying was behind the rise. 
Gujarat Ambuja Cement jumped 25% 
to Rs 21.50 (US$1.50), Bajaj Auto 
gained Rs 7.50 to Rs 272.50 and Cen- 
tury Enka rose Rs 0.65 to Rs 1,825. 
Volume was heavy. 


NEW YORK: Shares staged a modest 
upturn after retreating earlier in the 
period. Brokers said recent economic 
data had eased inflation fears. But 
trading was expected to remain fea- 
tureless ahead of the release of July 
trade figures on 14 Sept. Volume was 
667.64m shares. The Morgan Stanley 
Capital International Index rose 10.4 
to close at 437.5 on 9 Sept. 














To Europe via FRA. 
And there's no watching the clock. 


ed and efficiency, not to mention 
ctuality, are key words in the philos- 
y of FRA freight handling. That's 

we've become Europe's No.1 
eight centre. You can rest assured — 
out nervous glances at your watch 
ing gazes at the clock — that your 
1s will reach their final destination 
ood time. Great handling on the 
ind and 230 connections daily from 
kfurt to other European cities sees 
hat. But if it’s easier, speedier 
nore economical to take to the 


FRA: Good handling is automatic. 


roads that's no problem at all. Glance 
at the map and you'll see that Frankfurt 
is not only at the centre of Europe but 
also at the pulse of central Europe's 
major highway system. Take the FRA 
freight way to Europe and you'll be 
watching your sales increase instead 
of the clock. 

Please contact Flughafen Frankfurt 
Main AG, D-6000 Frankfurt am Main 
75, Telex 414 959. Orourrepresentative 
in Hongkong: Mr. Paul Eidens, c/o ITSG, 
Telephone 5 —8 9213 21, Telex 8 3737. 


Flughafen 
Frankfurt Mai 
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. ActNow And Begin Reaping The Benefits... 
...Don* delay! No other publication of any kind 
.can match the scope and depth of information 
<- you'll get in every issue of the JAPAN FINAN- 
. CIAL REPORT. Do it now while you are think- 
- ing about it. To subscribe simply complete the 
. Special trial subscription order form and return 
it with the indicated amount. 


JAPAN FINANCIAL REPORT is designed to 
elp you by providing vital information you 
eed which in the short term might save you 
time, energy and money, and in the long term 
help in strengthening your Japanese business 
. activities. 








Guarantee — 

ig Should the JAPAN FINANCIAL REPORT fail for 
any reason to live up to your expectations you 
may stop your subscription at any time. We'll 
promptly refund the unused portion of your 


Subscription payment. So you see you have 
; everything t to ‘gain e and noig to lose. 


~ JAPAN FID 


Published Fort: 
The Most Authoritative Newsletter Of Its Kind... 
We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richarc 
Hanson and distributed and marketed world-wide by the Fai 


Eastern Economic Review, Asia’s leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified . .. 

Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
| frequent appearance of his articles in the Far Eastern Economic Review. 
‘The Financial Times and The Times of London among other prestigious journals. 





REPORT 


| ghtly icis 





. Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information. 
_ which can help you chart a safe course through the labyrinth of Japan's financial world and at the: 
_ Same time provide you with an unparallelled insight into the workings and thought process of the. 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


_ For Bankers, Brokers, Corporate Treasurers ete... 


. Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep: 
-you abreast and, in many cases, ahead of rapidly changing events which can and often do affect. 
. Japan's financial, economic and industrial well 


Subscribe Now... 


Review Publishing Company Limited 
Publications Division 
GPO BOX 160, Hong Kong 


L] Please enter my subscription to the JAPAN FINAN- 


CIAL REPORT for the indicated term. 
I enclose cheque/M.O. inthe amount of . (Or) 


[L] Please charge my credit card. 


[] 6months US$272 Cl 1year US$495 
(Payment may be made in equivalent in local = 


Curr ency) {Please print in blockletters) — 


Name 





Address 








Charge BEBÉ 
card 






Expiry date 
Card Number 


Signature 












the Tokyo Stock Exchange. 


First foreign investment " group licensed in Taiwan. 





First intemational offering of a Thai Company. 






First offshore unit trust launched in Australia. 


First merchant banking group in Hong Kong. 













dow rember of Th >» Securities s Association. 


New York, Baltimor 
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UNIVERSITY OF SOUTHERN CALIFORNIA 
SCHOOL OF INTERNATIONAL RELATIONS 
UK, PROGRAM 





> * MA and Certificate Programs: Specialisations in International Political 
‘Economy, Diplomacy and Foreign Policy Analysis, Strategic Studies 
;* Evening classes for full or part time study 

-*: Year round admission 
- * Entry in Fall, Spring or Summer. Please send course details to: 


Name el i p a aL mu ME EL E E ME 
Address 











USC: Regent's College, Inner Circle, Regent's Park, London NW1 4NS 
l (01) 487-7401 


Readers are recommended 


]to make appropriate enquiries and take approp- 
fiate advice before sending any money, incurring 
any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far East- 
ern Economic Review shall not be liable to any per- 
1 son forloss or damage incurred or suffered as a re- 
| sult of his/her accepting or offering to accept an in- 
| vitation contained in any advertisement published 


 — ——M( 
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Classify Your Informadan 


Lf you’ve got something exclusive to sell, 
you need people who are 
as discerning as your product. 
s ach cu elusiv e AE in tne 
Phone Karen Cole Tel 5.203123. 
Telex: 82804 REVMD HX. 


i FarEastern Economic 


Command an Elusive Audience 
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SAN FRANCISCO, 
CALIFORNIA, USA 


56,000 SF OFFICE 
NEWLY COMPLETED 


Located in rapidly growing Santa 
Rosa, California in the heart of the 
Sonoma County wine country ap- 
proximately 60 miles north of San 
Francisco. Fully leased with multi- 
ple tenants. US$1.2 million gross 
annual rents. For Sale at US$11.0 
million. PRINCIPALS ONLY. 
Touchstone interests, inc, 1160 
North Dutton Avenue, Suite 150, 
Santa Rosa, California 95401. 





MALIBU MOUNTAINS 


62-acre ranch with convenient access 
to Malibu beaches. Caretakers cot- 
tage, guest house and three-bedroom 
master residence. 

OFFERED THROUGH CHUCK HAR- 
RIS, FRED SANDS ESTATES (818) 
787-1337, Fax (213) 454 4815 FOH 
$1,600,000 





HAMPTONS 
COMING TO LONDON? 


We are one of London's leading and longest established 
Estate Agents and have the finest selection of 
furnished houses and apartments to let for long 
or short term periods in prime residential areas. 

6 Arlington Street, London SW1A 1RB 


01-493 8222 


Telex: 25341 Fax: 01-491 3541 





AUSTRALIAN COMPANY REQUIRES ASIAN AGENT: 
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THE 
DIPLOMAT HOTE 


2 CHESHAM STREE] 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 9226679 DIPLMT ¢ 
Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 


All rooms with private facilities, ci 
our television, direct dial telephon 
hairdryers, coffee and tea maker 
Substantial breakfast served 
bedrooms. 


Maximise Effectiveness. . 
Minimize Cost 
in the Classifieds! 


BUSINESS OPPORTUNITIES _ 
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Packaging equipment manufacturer would like to hear from corm 
panies with experience in selling machinery to the food and beverag 
industries. We manufacture conveyors, rinsers, packers and depa 
letisers. Please contact:- Package Handling Equipment, 56 Commer 
cial Dve. Thomastown, 3074, Melbourne. Phone (03) 466173: 


Fax: 61 3 4656963. 


FOR SALE 
LARGE, UNITED STATES 
INTERIOR CONSTRUCTION 
FIRM 


* Large, high-profile contracts in 
the Northeast & in Europe. 

* Revenues exceed US $90MM. 
Highly profitable. 

* Privately owned. 

Send qualifications to: 

Chris von Strasser #12649 

PO Box 7647, Teaneck, N.J. 07666 

Fax (201) 692-0718 

Tel — (201) 692-1600 





. AUTOMOBILE 










1986 PORSCHE CARREF 
Black, sun roof, air cond, power se 
Alt Porsche options. 46,000 mil 
Non-smoker. Cars beautiful. Cc 
plete service records. Will send pho 
upon request. Contact: Geo! 
Woods, MALIBU STARS CARS, 22 
Pacific Coast Hwy, Malibu, CA 902: 
U.S.A, Phone: (213) 317-1203. 


If you have something 
 tosay...sayit 
in the Classifleds! 
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Cairns Parkroyal Hotel and 





Shopping Village 





At the Gateway to Australia and the Great Barrier Reef. 


i$ 


The Cairns 
Parkroyal Hotel 
and Shopping 
Village, opened 
in July 1988, 

is being offered to the 
world marketplace by 
international tender. Its 
new owner will secure 
one of, if not the,finest 
Hotels in Australia, 
strategically located in 
Cairns, the Northern 
Hemispheres gateway to 
Australia and the Great 
Barrier Reef. 





The Cairns Parkroyal is a 
321 room 5 Star 


international standard 
hotel operated under a 
management agreement 
with Southern Pacific 
Hotel Corporation which 
has the largest network of 
Hotels in Australia and 
the Pacific Region. 


The Shopping Village has 
a tenancy mix and 
architectural theme 
which make it a major 
tourist attraction and 
shopping destination. 


Tenders Close October 
28th, 1988. 








For further information contact Sole Marketing Agents 


Richard Ellis 


First in Australian Property 





Riverside Centre 124 Eagic Street, Brisbane 
Phone: 617 8343-9844 Fax: 617 842-1426 
Mr Sam Buchanan 


Mr Brian Cox Mr Bill Tuck« 


72 Abbott Street Cairns 


Phone: (070) 518-922 Fax: (070) 521-580 Telex: AA42054 


Mr Glenn Bechtel 


For Sale by International Tender. 


LETTER FROM PULAU BIDONG 


A’ Malaysia sees it, the decade-long 
problem of Vietnamese refugees 
on Pulau Bidong, a small island off the 
northeastern state of Trengganu, will 
only end when the island camp is finally 
closed. To this end, the government an- 
nounced earlier this year that the camp 
— with a current refugee population of 
9,457 — would be shut down in April 
1989, later adding that from an un- 
specified cut-off point all new arrivals 
would be declared illegal immigrants. It 
is trying to arrange with Vietnam the re- 
atriation of those who cannot find new 
omes abroad. 

That is the official line, but in reality 
the new policy is far easier enuciated 
than implemented. It reflects what one 
refugee official described as Malaysia's 
"mental deterrence": to avoid being 
taken for granted as a first-asylum coun- 
try while neighbouring Thailand and 
Hongkong — the other two main desti- 
nations for Vietnamese boat people — 
adopt tougher stances to tackle their 
refugee problems. 

Since Thailand earlier this year took 
a hard-nosed stance on the issue of boat 
people — first pushing them back to sea 
and then, after protests, treating them 
as displaced people rather than refugees 
— Malaysia has felt very much the lone 
victim of the exodus south. 

The refugee grapevine in the region 
runs efficiently, and word has reached 
would-be refugees in Vietnam that it is 
now best to bypass Thailand. "It is very 
dangerous to go to Thailand — there are 
a lot of bad things there" said refugee 
Thuc Phuong Tran, a 34-year-old 
teacher, who arrived on Bidong in 
March. 

Likewise, the Malaysians feel left be- 
hind by Hongkong's decision to start 
screening boat people on the basis that 
most are economic migrants, rather 
than true refugees — a stance which 
United Nations High Commissioner for 
Refugees (UNHCR) officials privately 
view as somewhat naive, too simplistic 
and ineffective as a deterrent. 

With resettlement programmes to 
third countries continuing at a compara- 
tively healthy rate, Malaysia does not 
have the problem of long-staying ref- 
ugees to the extent of either Thailand 
or Hongkong. But now, with the 
number of arrivals increasing alarm- 
ingly, and with no prospect of an expan- 
sion in third countries' offtake program- 
mes, Kuala Lumpur feels its refugee 
problem is in danger of becoming per- 
manent. It is therefore anxious to dispel 
its "Mr Nice Guy" image in the boat 
people equation. 

Despite a more cooperative attitude 
by the Vietnamese Government, volun- 
tary repatriation of refugees is unlikely 
to work. Only five on Pulau Bidong 
want to return home, having braved 
rough seas and rougher pirates to es- 
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cape from their communist homeland. 
“The women who survived gang rapes 
and men who survived being tossed out 
on the sea by pirates will not return — 
that would make their journey futile,” 
said Razali, the captain of the boat 
which since the late 1970s has ferried 
refugees from Bidong to the mainland 
on their way to resettlement abroad. 
Pulau Bidong is one of the better 
refugee camps in the region. Unlike the 
teeming camps inside Thailand and the 
closed camps in Hongkong, Bidong 
from a distance looks more like a tropi- 
cal island paradise than a refugee camp, 
with its coral beaches, clear blue sea 
and waving palms. The camp has six 
schools, a Malaysian Red Crescent-run 
vocational training centre teaching Eng- 
lish, French and a variety of manual 
trades, a Red Crescent hospital with 
two doctors and four nurses, a wide 
range of churches and temples to cater 
for the various religions, coffee shops, 


beach cafes and even tennis courts. But 
the refugees can swim only in one beach 
adjoining the camp, and while they can 
par pop music, dancing together is for- 

idden as part of the policy to keep the 
unmarried sexes apart. 


espite the superficially idyllic set- 

ting, the refugees live in over- 
crowded "longhouses" in a camp which 
was originally intended to house 6,000 
refugees and, with the government's re- 
luctance to allow new huts, refugee offi- 
cials are worried that they will be 
struggling to cope with a camp popula- 
tion of more than 10,000. 

There is no fresh water on Bidong, 
apart from seven shallow, slightly 
muddy wells, and 1.17 million gallons of 
drinking water a month have to brought 
to the island in tanker shuttles from 
Kuala Trengganu, 70 km away. About 
97,000 kg of rice a month, plus large 
quantities of firewood, must shipped in 
regularly. The cost to the UNHCR of 









running the camp is about M$10 millic 
(US$3.76 million) a year. 

Although resettlement programm: 
run comparatively smoothly, officia 
have to cope with refugees who som 
times lie about their age and fami 
status to ensure acceptance by thii 
countries. Also, while most boat peo 
in the first arrival waves in the late 1971 
and early 1980s were professional 

ualified, new arrivals now tend to I 
fishermen and farmers, some of who 
cannot read or write. Young unskille 
men, difficult to resettle, outnumb: 
other categories. 

There are few long stayers, which t 
UNHCR definition are those who hay 
been resident in a camp for more tha 
three years. Only 90 on Bidong can t 
classified as long stayers, of whom on! 
10 have been on the island for more tha 
five years. A normal stay is six to ] 
months, but this can be expected to ii 
crease as more refugees arrive wit 
more tenuous qualifications for resettk 
ment. 

Although the UNHCR does not o! 
ject to the categorising of boat people ; 
either true refugees or economic mi; 
rants, it is concerned that und: 
Malaysia's plan to use the blanket lab 
“illegal immigrant," some genuine cas 
will be victimised. 

Tran Huu Kinh could have been or 
such case. An American-trained pik 
who formerly served with the Sout 
Vietnamese air force, Kinh spent fiv 
years in a Vietnamese re-educatio 
camp before buying his passage out i 
1981. Caught after an hour at sea, h 
was jailed for two years and then spent 
further two years in a re-educatio 
camp. His second attempt to escape w: 
successful and, after four months o 
Bidong with his son, he is now headin 
for the US. He is lucky. Others wait i 
the camp, most of them unaware c 
Malaysia's purported toughening al 
titude towards iem. 

Although a Vietnamese Govern 
ment delegation is due in Malaysia late 
this year to discuss further the voluntar 
repatriation of refugees, relief official 
expect few takers in the camp. "The reí 
ugees will never come to terms with th: 
new order in Vietnam," one officia 
said. Forcible repatriation will doubt 
less draw international criticism for ; 
Malaysia which has until now beei 
given a pat on the back. Most indepen 
dent observers believe it will be impossi 
ble to close Bidong by next April, so thi 
multi-faceted problem shows no sign o 
going away. 

— Suhaini Aznam and Rodney Taskei 
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Omega — Official Timekeeper of the Olympic Games, Calgary and Seoul 1988 
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PEARL TIPPED LUXURY SLIM CIGARETTES 












THAILAND: 


e "OS SwlU eO eHYME Boom Hits Bottlenecl 
iE | Massacre in Rangoon 






MARCOS ART COLLECTION: 





Hongkong HK$20 


- Holland G sl 
Philippines £3 Saudi 
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JUST ONE OF 
OUR PRODUCTS... 


Tornado — the world’s most power- 
ful, day or night, all-weather aircraft in 
service today. 

It keeps us in the front line. 

Just like Concorde supersonic 
airliner, Rapier low-level air defence 
system, 146 the world’s quietest jetliner, 
Giotto which intercepted  Halley's 
Comet, and many others. 

British Aerospace today designs 
and builds more types of aircraft, 
defence and space systems and has 
more collaborative agreements with 
more countries than any other company 
in the world. 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand, London. 


A Tornado F3 Air Defence Variant (ADV) equipped with British Aerospace Sky Flash Missiles of No. 5 Squadron RAF. British Aerospace, as a partner in the ¢ 
aircraft Panavia Tornado programme, has developed ADV together with its missile systems as a long range interceptor. Tornado ADV and its sister Tornado IDS hi 
been chosen or are in service with the RAF, German Airforce. German Navy, Italian Airforce and in Oman, Saudi Arabia and Jordan. 
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 INACITY WHERE GOOD 
HOTELS ARE COMMONPLACE 
A GREAT HOTEL MUST 
STAND OUT FROM THE CROW 











At the Hongkong Hilton, we offer you 
something no other hotel does: five 
Executive Floors. All of which adds up to. 
numerous advantages for the most 
demanding of business travellers. | 

Every room, for example, isappointed - 
with such features as an elegant, executive- — 
sized desk and three IDD phones. In our 
Executive Lounges, wealsoprovideexpress 
check-in, complimentary breakfast and, _ 
upon your arrival, a glass of champagne | 
that means "welcome. | 

The Hongkong Hilton. It's one of this 
City's great attractions. And great landmarks. 


M — lorreservations, call your travel agent, 
- any Hilton International botel or Hilton 
- Reservation Service. 








The dealer with the right connections. 


The simplest way to improve business operations is to avoid duplication 
of effort. And the simplest way to do that is to centralise information 
and give your staff immediate access to it. An IBM Dealer can help 
you create a computer network to link all the departments in your 
office. Production gets up-to-the-minute reports on inventory. Finance 
can check incoming sales. And you stay on top of everything. 


Your IBM Dealer has what it takes to get you connected. 


The right training. All our dealers have been through rigorous training 
to maike sure they know our equipment from the inside out. And we 
teach them how to teach vou. 


The right service. The kind of service you'd expect from IBM. Every 
IBM Dealer is committed to keeping your equipment in top shape. 
Because we know how important that is to you. 


The right advice. The number of hardware and software choices is 
growing every day. The right dealer can make sure you have the best 
shen bination to do your job right. You'll save money because you won't 
buy something you don’t need. 


The right place. Your IBM Dealer is a professional who offers complete 
business solutions. He’s got the right products, the right service and, 
most important of all, he’s got IBM behind him. 


We're in the results business 





JOIN WORLDPERKS' NOW ‘(=a 
AND WE'LL GIVE YOU a. Northwest Airlines 


5,000 BONUS MILES 
"JUST FOR FUN. 


If you're not a member of WORLDPERKS, 
you're not a member of the best frequent flier 
program in the world. 

Fly as few as 20,000* miles with us, and we'll 
give you a free flight anywhere we fly in Asia, or 
have you well on your way to free travel to City 


{ Please enroll* me in WORLDPERKS" 
i 
1 
i 
i 
| 
| 
Hawaii or America. i tony Postal Gode 
| 
{ 
l 
d 
i 
i 
-— 


(Please Print in English) 
Mr. OMrs. OMs. DMiss. DJOther 


Name _ — RcÓ 
FOC NAME) Mudie mia Last 


Please ‘send all WORLDPERKS" communications to 
Address in Asia or APO Box only: Home( or Business ] 


Company Name 


Address or PO. Box 


To help you fly free faster, if you join by 
October 3l, wail even give you your first 5,000 
d we'll tell you how to make the 


ee om Shar ae 
Kc s mo peri uicke by age Ee of our 


Phone | i 


* Must be postmarked by October 31, 1988. Offer not valid for 
current WORLDPERKS"' members 
Return to: Northwest Airlines Worldperks 
12-12 Toranomon 5-chome 
Minato-ku, Tokyo 105 Japan 
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Verdict on Mahathir 


The Johor Baru (JB) by-election result 
was amazing [REVIEW, 8 Sept.]. Faced 
with the National Front machinery, 
with no development largesee to prom- 
ise, distracted by the idiosyncratic entry 
of the Partai Sosialis Rakyat Malaysia 
candidate Abdul Razak Ahmad and si- 
lenced by a media black-out, Datuk 
Shahrir Abdul Samad still managed a 
stunning win, 

It was a vote not so much in support 
of Shahrir the man, though admittedly 
he was an ideal candidate for the mixed 
constituency of JB. It was a verdict on 
what the nation's leaders have done 
over the past 10 months. 

The most stunning feature was the 
majority support given to Shahrir from 
all communities. I would estimate that 
at least 65% of Chinese and Malays 
voted for him. 

In the past, where a constituency was 
as mixed as JB, an opposition or inde- 
pendent candidate would find it ex- 
tremely difficult to win majority votes 
from all ethnic groups, by virtue of the 
communal nature of our politics. 

The multi-racial unity displayed by 
the JB voters is based on more than dis- 
like for Prime Minister Datuk Seri 
Mahathir Mohamad's style of leader- 
ship. On this rare occasion, the 
Chinese, Malays and Indians were 
moved by a shared perception of their 
reality. To identify and strengthen this 
is to build the basis for a new direction in 
multi-racial politics in Malaysia. 

It also represents a watershed in 
Malay politics. What started out as an 
internal power struggle within Umno 
has now reached grass-root Malays. 

The Mahathir question affecting 
Umno is no longer a party problem for 
Umno; it has become a dilemma for the 
Malay community in particular, and the 
nation in general in so far as a Malay 
crisis has to be a Malaysian crisis. 

As long as Mahathir continues to 
claim legitimacy of power on the basis of 
his merit as the protector of Malay in- 
terests, any controversy questioning 
that legitimacy is bound to affect the 
Malay community. 

The conflict between the Tunku 
Razaleigh Hamzah and Mahathir fac- 
tions is in itself a manifestation of funda- 
mental changes to the way of life, and 
hence conflicting values within the 
Malay community. 

Umno today is very different from 
the Umno of the 1960s. In the early 
stage of Umno history, the party rep- 
resented and was in a sense controlled 
by Malay grass-root aspirations. It was 
close to the Malay people. 

The party delegates who gathered to 
elect the Umno president cum prime 





minister in the early years of the party's | 


history were grass-root leaders, 
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A New York Home 
At Trump Parc: 
The C orporate View. 


Top executives based in New York have quickly discerned the many advantage: 


of a corporate home at Trump Pare. The uniquely accessible location right o: 
Central Park assures an easier life and provides the most spectacular views in 
Manhattan. Shown here is the view from the “A” residence, overlooking the | 
There are 3Y, baths, an eat-in kitchen and a complete roster of exce p 

tional Trump Parc services” that further 
enhance the daily quality of life for the 
executive in New York on business. If 
your company is considering a New 
York corporate residence, Trump 

Pare is an impeccable choice. 









IMMEDIATE OCCUPANCY 


. SERT 


Must 


À very few choice residences are available Some rentals are currently available of already urc hased , ri 
residences. By a pointment only please, 212-247-7000. Trump Parc Condominium Sales Office H : 
106 Centra bark South, New Yor , New York 10019 [rump Parc homes presentiy pnced tron i 
$198,000 to over $4,000,000. Telex 9102406308. Fax 212-957-9260 H 


‘Maid and Valet Service and on-premises garage are available at an additional cost 


This does not constitute an offering. The complete offering terms are in an offering plan avarlable tram the sponsor 
Mot an offering to NJ. residents or where prohibited by law 
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For such a superbly equipped hotel, Hong Kong's 700 
| 
room New World keeps its achievements refreshingly quiet 
It's rather surprising, given our location next door to 
a major shopping centre in the heart of Kowloon' 
business area. 


NEW WORLD HOTEI 


And even more so, given our enviable reputation for 
A New World of Hospitalit 


service and value. Our fine restaurants and bars, disco, 


! Salisbury Road mahat: 





sauna and gym. Plus the privileges and privacy afforded Teeshone 1.494! "m 
by our exclusive two floor Dynasty Club for executives New World Hox 
WORLDWIDE SINGAPORE MALAYSLA THAILAND PHILIPPINES 
Utell International Reliance Travel Reliance Shipping & Travel Roongsarp Travel Uni-Orient 1 
Tel: 5322222 Tel: 2480055 Tel: 2240039 
Telex: RS 20437 Telex: RSTM MA 31264 Telex: 81001 RONGSAP TH 
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* | high techn DU e yf indeed. About 50,000 

| feet if you consider the cruising pete of the jet fighter for which Daewoo 
makes the critical center section. And not that much lower if you're talking 
about the fuselage work Daewoo has done on 747s and Daewoos joint effort 
in helicopter manufacture wath Sikorsky Aircraft Not that aeronautics Í is 
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manufacturing | is s employed i in Daewoo's ignis work in construction, 

telecommunications, shipbuilding, electronics and heavy machinery. Why not 
let the same.technology.that enabled Daewoo to become one of the world's 

most advanced companies help your-own company ríse.a little higher. 
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exemplified by the dominant presence 


of teachers from the kampong. 

But now businessmen, middle- 
class technocrats and links in the 
new institution of Malay patronage 
dominate the decision-making  pro- 
cess. 

The table of power relations is now 
turned around. Instead of receiving 
legitimacy from the kampong, Umno in 
the 1980s imposes it. The more the 
Umno (Baru) leaders rely on govern- 
ment power for political € tee the 
more they will alienate themselves from 
the grass roots. 

The unique leadership style of 
Mahathir is a prime catalyst for this pro- 
cess. Single-handedly, he dismantled 
many Malay traditional values, attack- 
ing elder statesmen like Tunku Abdul 
Rahman and subjugating institutions of 
authority such as the judiciary. 

Like other Asian cultures, the Malay 
culture holds dearly to its traditional 
values such as honour, humility, respect 
for elders and authority, and most im- 
portant of all — compromise through 
giving face as the cardinal virtue of settl- 
ing disputes. 

By closing off channels of com- 
promise and, instead, resorting more 
and more to coercion and open confron- 
tation, Mahathir is doing nothing less 
than inviting a Malay cultural revolu- 
tion, 

Malays watch with anxiety as their 
leaders deal with their own Malay 
Umno colleagues in the same way the 
government has always dealt with oppo- 
sition parties and "anti-national" ele- 
ments. The Malay community is torn 
asunder, from the royal families, 
judges, police, military, businessmen, 
academics, students, right down to the 
kampong. 

Politics in the Malay community will 
now assume a much more pluralist 
character, and a pluralist trend requires 
more not less democracy. The JB by- 
election was a rallying point for demo- 
cracy within Umno às a microcosm of 
democracy within the Malay commu- 
nity. Without a doubt, the JB Chinese 
voters played a crucial role in the defeat 
for the government. 

It is a poignant reminder to Malay- 
sians just how interdependent all the 


| ethnic groups are, in terms of resolution 


of intra-ethnic disputes. The ethnic 
composition of JB voters is quite 
close to the national ethnic compo- 
sition. 

The return-to-grass-roots move in- 
itiated by Shahrir et al means that in- 
evitably the real fight will be at the next 
general election, in which the Datuk 
Musa Hitam/Razaleigh alliance is al- 
most condemned to challenge Umno 
(Baru) as a separate group. 

Then in either the individual mixed 
constituencies contested by both fac- 
tions of Umno, or in the final count- 
down towards forming the next govern- 
ment, the Chinese voters throughout 
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sweep the medals 
for outstanding 
hospitality 
worldwide. 


Nith more than 50 properties 
on 5 continents, Meridien 
Hotels are truly hospitality 

Olympians. And yet, despite 
strong growth, Le Meridien 
has never lost that personal 
touch which is the mark of 

greatness. 
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exquisitely appointed 
accommodation, impeccable 
service, efficient business and 
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| Malaysia will once again play a cru- 
& cialrole. 


Already, we have witnessed how the 


| JB Chinese voters were wooed from all 
| three candidates — a stark reminder 
| that politics in Malaysia may be com- 
| munal, but it has to be truly multi-ra- 


cial for the securing of power. But 


. there are big obstacles to an under- 


standing between the Democratic Ac- 
tion Party (DAP) and Team B. For 
years, the DAP has been branded as a 


"Chinese chauvinist party" out to *op- 


pose the Malays” (Anwar Ibrahim’s 
words). 

. JB Malay voters did not seem to 
mind DAP support for Shahrir. This it- 
self is a small breakthrough in Malay- 


. sian politics, for in the past a DAP-en- 


dorsed Malay candidate would almost 


> certainly be slandered as “Pengkhianat 
> Bangsa Melayu" — a traitor to the 
But JB is an urban mixed consti- 


tuency, where Malays and Chinese live 
and work in close proximity. Rural con- 
stituencies may be different. In a sense, 
JB could be the beginning for the rede- 
finition as well as re-commitment of 
multi-racial politics. 

Divided as we are racially, we tend to 
think in a sectarian ethnic frame on all 
political matters. Chinese and Indians 


: tend to keep silent over the Umno prob- 
.. lem because they do not know what is 


happening, and because they do not 
want to be regarded as trying to inter- 


- fere in the affair of the Malays — or 





worse still, be accused of dividing the 
Malays. 

Predominant Chinese and Indian 
thinking is that the fundamental prob- 


- Jem of one community has to be the 


problem of others. But I believe the re- 


- verse is true. Chinese and Indians must 


regard the current Umno-Malay split as 


- their own problem. 


The JB by-election has revealed a 
common basis of friendship, a transcen- 
dent desire for freedom. It is the first light 
in the political horizon since the wide- 
spread detentions of 27 October 1987. 
Sarawak Sim Kwang Yang 

MP for Bandar Kuching 


- Views from abroad 

. I refer to two letters concerning the 
-- Malaysian political scene, one written 
< by Philip Ho [4 S the other by 
JA Abdul Kadir [15 Sept. 

. ers have two things in common. They 
are abroad enjoying whatever wealth 


. Both these writ- 


they have reaped from Malaysia, and 
they chose to criticise their own country 


. from foreign soil. 


They, and others like them, should 


. be grateful that the type of democracy 
. practised in Malaysia, albeit with many 


shortcomings, allows them to leave the 


country with the wealth accumulated 
. within the system. If Malaysia was the 
. dictatorship that Ho wants us to believe 
. it is, he would probably now be lan- 
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guishing in a commune farm somewhere 
in Kemunting. E 


Kuala Lumpur 


Warped logic 
In the article The Gulf War lesson [8 
Sept.] there is a reference to the super- 
powers not wanting either Iran or Iraq 
to be outright victors. It seems that Iraq 
has emerged stronger than some would 
like. 

The US Senate has condemned the 
alleged use of poison gas by Iraq against 
their Kurdish minority and voted to im- 


A. M. Ibrahim 


aimed at hampering lraq's ability to 
repay its huge war debt. 

While the war with Iran was taking 
place there were similar charges of Iraq 
engaging in gas warfare. Interestingly, 
at that time the US did not censure Iraq 
but wholeheartedly supported its war 
effort against Iran. 

How is it that the US Senate is all ofa 
sudden interested in human suffering in 
the region? Could it be that someone 
wants a weaker Iraq? Who might that 
be? 

We all know that the American pro- 
ficiency in world geography leaves 
something to be desired. Could there be 
a confusion or melding of Kurdish suf- 
fering and Israeli interests in their 
minds? Some may even believe that the 
US is the 51st state of Israel. 


Toronto John Morti 


A republican governor 


David Jenkins [THE 5TH COLUMN, 15 
| Sept.] describes Australian governor- 
general designate Bill Hayden as “a 
nationalist, a socialist and a republican" 
— qualities that one would definitely 
not look for in the queen's representa- 
tive. Little wonder that “many Austra- 
lians were taken aback." 
The Labor government toyed with, 
then abandoned, the idea of making 
| Australia a republic. But the idea can 
still be revived in the national parlia- 
| ment under the broad federal powers 
| provided for in the Commonwealth con- 
stitution as in the case of the Australia 
. Act (formally creating Australia as a na- 
| tion with the queen as figurehead). 
And ultimately, such a bill would be 
subject to the assent and seal of the gov- 
ernor-general. This would truly be 
Hayden's coup de grace as a nationalist 
and republican, wiping out Australians' 
image of being "plus royalistes que la 
reine." 
Johor Baru 


—— 
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| Cultural approach 


| Frank Miller's objection to the title of 
| my article The Confucian way of vio- 


| lence in South Korea [11 Aug.] is fair | 
| enough [LETTERS, 15 Sept.]. Unfortu- | 
natelv, correspondents do not always | 
get to write their own titles, and I dis- | 





i tics are not correct. 


pose stiff, punitive economic sanctions | 





sociate myself from this one unüreser-- 
vedly. | 
In fact. the article does not contain a 
single reference to Confucianism, which ` 
suggests that Miller is being singularly 
obtuse by persisting in judging an article 
by its title. It should have been clear 
from the body of the article that I was 
not linking Confucianism directly with 
politically inspired. we in South 
Korea, and that my approach was cul- 
tural, not religious, — 

Sydney 








Adrian Bure | 
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“worry about. 
2 of bread will be 


its pen to kill ¢ 
its own ends, T! 
how their next pie 
butteréd.: © be ee | 
With reference to your article, Strike © 
ing while it’s hot |] Sept.], this is the 
only conclusion 1 can come to with re- 
gards to the result of the general elere- 
tion. It pains me, as a Singaporean, to. : 
see the utter disregard the government, 

and 62% of the electorate, has for 

democracy. 

In a democracy which operates.on 

the first-past-the-post system, a 6298 
vote for the government can never be: 
seen as a mandate to rule by the 3896 

who voted against the government, 
especially since the government with | 
62% support won 69 seats (11 uncon- 

tested), while the opposition with 38% 

could win only one seat! 

While the idea of a constitutional ret- 

erendum is anathema to the govern- 
ment and foreign to the electorate, its 

hardly surprising that the conceptsofre«.- 
publicanism and democracy are both 
dead. Let it be remembered that Lee 
Kuan Yew only won this election by 
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scare tactics and a widespread elector 
gerrymander, under the guise of. 
Group Representative Constituencies. 
Justin Emmanuel 





The article Swing along with Lee. 
Sept.] referred to a survey by T7 
Times research and information « 
ment and quoted statistics from this 
vey. I wish to inform you that the státis- 





Wong Toon Quee 

Singapore The Straits Times 
€ Please, would The Straits Times 
publish the correct statistics of its sui 
on the public response to the young 
generation leadership. 
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business traveller needs. 
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IF THIS IS HOW 
YOURE SPENDING 
YOUR DAY, YOURE NOT 
STAYING IN THE 
BUSINESS HEART OF BEIJING. 


The Great Wall the Beijing airport. 


Sheraton is the business Of course, the hotel 
heart of Beijing because offers a lot more than just 
it consistently provides a superbly convenient 
every advantage the location. 


Plus a host of little 





Like a location things to make your 


adjacent to the diplomatic area. That trip a more enjoyable experience. 


positions it just a stones throw from the If you're not staying there, how serious 


(business district and only 20 minutes from are you about your trip? 


‘ations CALL ANY SHERATON HOTEL wortowine Lhe Great Wall s erator 
HONG KONG 3-7393535 - KUALA LUMPUR 243-7522 Dm Eu 
80-7032 . SINGAPORE 732-6000 : BANGKOK 236-3535 IM OE 
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IW hoever takes office as US president next January will u 
face tough choices on a painful readjustment of the 
American role that will.affect the economies and security of 
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the Asia-Pacific region. With huge trade and budget def- 
| icits straining US resources, Asian countries will face a | 

*4| leaner and meaner trade partner. Washington bureau chief | 
«|| Nayan Chanda examines the impact on Asia as the US en- 


- tiative by Soviet leader Gorbachov highlights the more sub- 


| ters the post-Reagan era. International finance editor An- | Foreign espe Oops! Wrong map am 18 | 
| thony Rowley looks at Japan's future role in the World Bank | Afghanistan: Stalemate surprise —— $84 
| and IMF as US power wanes. Meanwhile, a new Asian ini- | Cover Story: Biting the bullet ——— Bi 


China: Shifing economic nd —E€— E 7 
Malaysia: Princely opposition m-en È 
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retiring President Jayewardene in De- 
 cember's election. 
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security act detainees 

Nine people detained without 
| trial under Malaysia's Internal | 
|j Security Act were released on 
18 September. Seven of the 
nine were from among 106 ac- 
tivists and government critics 
who were arrested in a police 
swoop last October. While 
three members of Pas, a radical 
Muslim opposition party, were 
released, five members of 
another opposition group, the 
Democratic Action Party, are 
among 32 people still in deten- 
tion. — Nick Seaward 


Singapore parliament 
.| to open in January 
— First Deputy Prime Minister 
^p Goh Chok Tong has an- 
| nounced that the first session of 
| Singapores new parliament 
opo will open in January 1989. He 
_ [. said the opening was delayed 
- [ because of renovation work to 
^]. expand seating in the chamber. 
However, observers noted that 
|. the opening would follow the 
|. appearance in court of dissi- 
ep dent MP Francis Seow who, 
^ | though not returned in the 3 
{September general election, 
o] became one of two opposition 
| candidates to become “non- 
‘constituency MPs” under a 


| is due to go on trial in De- 
|. | cember on six tax-evasion 
op charges under which he could 
: face jail terms and fines which 

would disqualify him from re- 
. maining as an MP, and thus he 
“may not take his seat in the par- 

liament. — Rodney Tasker 


t Hongkong reaches accord 
- |. with UN on refugees 

| The Hongkong Government 
<: has reached an agreement with 
the UN High Commissioner 
for Refugees (UNHCR) to 
monitor the government’s 
creening of Vietnamese boat 
people. Those who are consi- 
¿dered economic rather than 
- political refugees will be repat- 
-riated to Vietnam. Under the 
"accord, the UNHCR has ag- 
reed to pay for the care of the 
-boat people while they remain 
in Hongkong. — Emily Lau 


ri Lanka's Tamils 
-go to the polls 
"The Sri Lankan Government is 
to press ahead with mid-Nov- 
€ mber elections to a single pro- 
cial council for the tempora- 
y merged, Tamil- dominated 


"constitutional provision. Seow | 








| Northern and Eastern pro- 
j vinces, 


despite continued 
“intransigence” by the domin- 
ant guerilla group, the Tamil 
Tigers. The council will give 
the minority Tamils their long- 


| sought regional autonomy. 
The Indian Peace-keeping 


| 
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Force, stationed in these pro- 
vinces for over a year, will pro- 
vide election security. Col- 
ombo. which is releasing all de- 
tainees in an effort to ease ten- 
sion, has reiterated its offer of 
total amnesty to all militants 
laving down arms. 

~ Manik de Silva 


Junejo attacked by 

Zia supporters 

Pakistan's acting President 
Ghulam Ishaq Khan has or- 
| dered an inquiry into a 16 Sep- 
tember attack on former prime 
minister Mohammed Khan 
Junejo. Several people have 
been arrested in connection 





Junejo: accusation. 


with the attack in Khushab. 200 
km south of Islamabad. 


Junejo, who now leads a 
faction of the Pakistan Muslim 
League (PML), was campaign- 
ing when a large group of sup- 


| porters of the late president 


Zia-ul Haq attacked his jeep 
with batons. Junejo accused 
the ruling faction of the PML, 
led by Punjab Chief Minister | 
Nawaz Sharif, of orchestrating 
the attack. Sharif denied the al- 
legation, suggesting it might 
have been staged to enhance 
Junejo’s image. 

— Husain Haqqani 


Li Peng confident about 
Sino-Soviet summit 
Chinese Premier Li Peng said 
on 17 September he was confi- 
dent a Sino-Soviet. summit 
could take place if both sides 
continued to make progress. 
"China is willing to normalise 
its relations with the Soviet 
Union, but the situation cannot 
return to the alliance of the 
1950s,” he said. — Robert Delfs 
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| Qantas favoured to buy 
25% of Air New Zealand 


Australia’s Qantas Airways is | 


Air New Zealand. The airline 
sell-off is part of Wellington’s 
privatisation programme. No 
final decision will be made until | 
mid-October after all bids are 
in, Civil Aviation Minister Bill | 
Jeffries said on 19 September. | 
Air New Zealand's manage- | 
ment prefers a link with Bri- | 
tish Airways, 
strengthen the airline’s access 
to the European and North 
American markets. 
— Colin James | 

Malaysia's privatised 
telephone firm in the red 
Malaysia’s first major 
privatised company, Syarikat 
Telekom Malaysia 
finished its first year with a loss 
of M$96.6 million (US$36.3 
million), STM's recently re- 
leased 1987 annual report dis- 
closed. However, | STM's 
executive chairman Tan Sri 
Datuk Mohamed Rashdan said 
that the company had been 
| forced to take an extraordinary 
loss of M$101.5 million due to 
the government's overstate- 
ment of the assets of the former | 
telephone department, which 
were transferred to STM. 

— Nick Seaward 


| Evergreen Marine 
takes to the air 


Taiwan's Communications 
Ministry has agreed in princi- 
ple to allow shipping giant 
Evergreen Marine Corp. to set 
up the nation's second interna- | 
tional air cargo company. 
i Communications Minister Kuo 
Nan-hung said that a passenger 
service would not be allowed 
for the time being, though | 
Evergreen said it would con- 
| tinue to seek permission to fly 


—————— 













CORRECTION 


The article Friends and sup- 
porters (REVIEW, 4 Aug.) said 
George Magnus, now deputy 
chairman of Cheung Kong 
Holdings, was chief executive 
of Haw Par Brothers when that 
company sold a strategic 
shareholding in Cheung Kong 
to Li Ka-shing. Magnus re- 
signed as chief executive of 
Haw Par about two weeks be- 
fore the sale was announced. 
The Review regrets if critical 
inferences were drawn from the 
error. 
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the frontrunner to buy 25% of 
which would | 


STM), | 
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passenger aircraft. Evergreen, 





the world’s largest container 
shipping company, said it prop- 
oses to invest NT$10 billion 
| (US$346 million) in aircraft 
| equipment. — Jonathan Moore 


Japanese economy 
contracts in second quarter 
J T ge 's economy contracted by 
7o in real terms during the 
| April-June quarter, the first 
| negative growth since January- 
March 1986. The domestic 
| economy grew by 0.5%, but 
| this growth was more than 
counterbalanced by a fall in the 
| external sector. As a share of 
| GNP, Japan's external surplus 
| shrank to 2.5%, from 3.3% in 
| the first quarter. Officials said 
the poor second-quarter result 
| was caused partly by a slow- 
| 
| 


| 
| 
| 
| 
| 
(d 


down in housing investment 
and public-works spending. 
— Charles Smith 


Daewoo to export 

| carsto China 

| South Korea’s Daewoo Motors 
| will export cars to China. It 
plans to ship several hundred 
of its Lemans models this year 
and another 2,000 in 1989 in an 
effort to develop new export 
markets. The Lemans is pro- 
duced in a joint venture with 
US car maker General Motors 
(GM). Daewoo had been at- 
oe ting to sell the car in East- 
ern Bae ~ Mark Clifford 


| Japanese bank buys into 

| Hongkong's Dah Sing 
Mitsui Trust & Banking has be- 
| come the latest Japanese bank 
to buy into a Hongkong bank, 


AAAA ninn AAA Aanandita nata Airaa aAa aaa 


aying HK$215 million 
(US$57.6 million) for 22% of 
the share capital of the finan- 
cial services company Dah Sing 
Financial Holdings. A public 
| placement of shares is planned 
by late November. Dah Sing is 

| the holding company of the 
Dah Sing Bank and the Hong- 

| kong Industrial & Commercial 
Bank. — Christopher Marchand 


Indonesian consortium to 
build petroleum network 
A private Indonesian consor- 
| tium headed by PT Bimantara 
Citra plans to build a 580-km 
pipeline network on Java to 
distribute domestic petroleum. 
The network will carry petrol, 
kerosene and diesel through 
West and Central Java, much 
of it coming from the Cilacap 
oil refinery in Central Java. 
The project, said to cost 
US$307 million, is expected to 
be finished within four years. 

— Michael Vatikiotis 
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| ARMS DISAGREEMENT 

| Sweden’s attorney-general is 

| investigating a violation of an 

| agreement between Singapore 
Government-controlled Chartered 
Industries and the Swedish arms 
manufacturer Forenade 

| Fabriksverken (FFV), in which 

| Swedish 84-mm Carl Gustaf rockets 

| have been re-exported to Burma. In 

|. 1983, Chartered Industries began 

| producing the rockets under licence 

| onthe condition that they would not 

| be resold to countries where there 

| was a civil war or which were in other 

| ways not eligible to receive Swedish 

| armsin accordance with strict 

| Swedish export laws. The violated 

j agreement stipulates that no Swedish 

j| ammunition manufactured in 
Singapore may be exported without 
prior approval by FFV and the 
Swedish Government. 


PACIFIC OVERTURES 


A conference titled Asia Pacific 
Region: Dialogue, Peace and 
Cooperation, will be held in 
Vladivostok from 1-3 October, with 
over 100 delegates, from almost 40 
countries expected to attend. Among 
the Soviet participants will be foreign 
policy adviser Yevgniy Primakov and 

-possibly Deputy Foreign Minister 
Igor Rogachev. Foreign affairs 
specialists who have accepted 
invitations from the West include 

| Americans Richard Holbrooke and 

| Robert Scalapino. Senator Leticia 

. Shahani will be in the Philippine 
delegation to the meeting, which is 
expected to discuss joint venture 


-|THE WEEK 


-—. AFGHANISTAN 

. Afghan rebels captured and killed 11 offi- 

- cials in a night raid on a provincial capital, 
rebel officials in Pakistan said (78 Sept. ). Af- 

. ghan Prime Minister Mohammed Hassan 

. Sharq arrived in Moscow on an official visit 

© (19 Sept.), 


BURMA 
The government announced that all 
180,000 members of the armed forces and all 
civil servants were no longer members of the 
Burma Socialist Programme Party (/6 
Sept.). The army seized power in the country 
. and ordered a curfew (/8 Sept.). Burmese 
^ troops under orders to halt all demonstra- 
— tions fired into crowds of defiant students, 
© Buddhist monks and other protesters, report- 
edly killing hundreds (79 Sepr.). The new mi- 
litary rulers named a cabinet dominated by 
soldiers while troops battled defiant anti- 
government demonstrators (20 Sept.). 


CHINA 


Singapore Prime Minister Lee Kuan Yew 
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SKETCH by Margar Chua 





opportunities, regional conflicts and 
the “non-Asian” military presence in 
the region. 


THE TWO-KOREA CARD 

South Korean officials eager for 
improved political relations with the 
Chinese are saying privately that once 
China adopts an “evenhanded” 
approach towards the two Koreas, 
which they expect to happen in the 
mid-1990s, it will be possible to 
withdraw US ground troops from the 
peninsula. 








AILING KIM 

p North Korean 
leader Kim Il 
Sung s health is 
again in doubt 
following his 


abrupt departure 
halfway through 
the official 
banquet marking 
the 40th 
anniversary of his 
nation's founding 
on 9 September. Kim, who looked 
pale and appeared to be having 
trouble with his throat, left Chinese 
President Yang Shangkun and other 
honoured pues sitting at the table. 
That he left such a landmark occasion 
indicates a serious ailment. 


GOLD RUSH 


A Philippine research institute has 
just completed a study of consumer 
spending in various municipalities 
throughout the country. As expected, 
Manila’s business centre of Makati 


arrived on an official visit (14 Sept.). The 
government apologised to Britain over an 
attack on a Royal Navy helicopter last 
month near the disputed Paracel Islands (75 
Sept. ). 


INDIA 
suspected Sikh militants opened fire 
in a grain market in Punjab killing at least 
20 people, it was reported (/4 Sept.). Gangs 
of Hindu strikers attacked hotels and shops 
and threw stones at cars in Chandigarh to 
orotest the murder of a top Hindu politician 
y Sikh gunmen, police and witnesses said 

(20 Sept. ). 


PHILIPPINES 

A new party organised by supporters of 
President URS Aquino was formed (76 
Sept.). 


SINGAPORE 

A Singapore court dropped charges 
against opposition member of parliament 
Francis Seow, brought for alleged failure to 
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headed the list. But the second big 
spender came as a surprise — the 
gold-mining town of Tagum, in 
southern Mindanao has P 10 million 
(US$476.200) changing hands every 
day. 


Vietnam's ambassadors abroad were 
recalled fora special meetingin — 
Hanoi beginning on 19 September to 
discuss Vietnam's "post-Cambodi 
diplomacy. The meeting followsa . 
recent unpublicised resolution of the 
Vietnamese Communis 
















new foreign policy priorities. Some 
the new trends reportedly include 
reducing Hanoi's dependence on thi 
Soviet Union, down playing attempts. — | 
to forge a "special relationship" with | 
Cambodia and Laos, and seekingto | 
improve ties with Vietnam's non- 
communist Asean neighbours, China 
and Western countries. 


| 
| 
| 
i 
FAILING THE TEST 
In a soon-to-be published report, the... | 
influential Trilateral Commission — — | 
a private group of US, European and. | 
Japanese opinion-leaders — says that. | 
Singapore would have been a i 
candidate for membership of the | 
developed nations’ club, the | 
Organisation for Economic 
Cooperation and Development 
(OECD), but for the republic's 
“current political climate." The ud 
report says it has now become firmly. 
established that democracy isone of 
the tests for the suitability ofa country 
for admission to the OECD. 
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pay employees contributions to a mandate 
savings fund (20 Sept. ). 


The 1988 Olympic Games opened 
Seoul (/7 sept). Hundreds of rad 
dents demanding the Olympics be 
burned US flags in scattered protests 
Sept. ). 


India announced a five-day ceasefire for. 
its troops fighting the Tamils in Sri Lanka (75. 
Sept. ). 


TAIWAN 





uomintang has split on. 
ollowing moves: 









(16 Sept. ). 
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REGIONAL AFFAIRS 
The army drops its fig leaf to take bloody control 





By Bertil Lintner in Bangkok. 


i Xia army's 18 September takeover in 
Burma, and some of the chaos which 
led to it, appears to have been carefully 
orchestrated to give it the semblance of 
military intervention in the national in- 
terest. Observers believe that the army 
has merely dropped its political fig leaf, 
the hitherto ruling Burma Socialist Pro- 
gramme Party (BSPP) — and that the 
country's strongman of 26 years, Ne 
Win, who retired as the party chairman 
on 25 July, is still calling the shots. 

The sequence of events has now be- 
come clear. On the morning of 18 Sep- 
tember, Army Chief of Staff and De- 
fence Minister Gen. Saw Maung was 
summoned to the Ady Road residence 
of Ne Win. The country's president, 
Maung Maung, appointed on 19 Au- 
gust, was informed that he no longer 
was the head of state. There was none of 
the characteristics of a coup: tanks and 
troops seizing strategic points in the 
capital, the abolition of the constitu- 
tion, the arrest of state leaders, a new 
strongman. 

Instead, late in the afternoon, the 
Burma Broadcasting Service began air- 
ing martial music, followed by an an- 
nouncement that a 19-member State 
Law and Order Restoration Council 
had seized power to “halt the de- 
teriorating conditions all over the coun- 
try and for the sake of the interests of 
the people." 

e council included eight of 
Burma's nine regional commanders, 
other high-ranking army officers, plus 
Brig.-Gen. Khin Nyunt, the feared di- 
rector of the Defence Services Intelli- 
gence — in other words, the top military 
officials who had been the real rulers be- 
hind the BSPP front in any case. Saw 
Maung later declared himself prime 
minister and also holds the defence and 
foreign affairs portfolios. 

Eyebrows were raised even further 
when the "coup leaders" announced 
that they had assumed power only tem- 
porarily until a general election under a 
multi-party system, promised by Maung 
Maung on 10 September, could be held. 
They also banned demonstrations and 
gatherings of more than four people, 
and imposed a dusk to dawn curfew on 
Rangoon. 

That night, machine-gun fire was 
heard all over Rangoon as troops tried 
to disperse thousands of enraged de- 
monstrators who defied the curfew to 
ram against the military takeover. 

undreds are believed to have been 


killed, though the military said that 


16 


troops had killed only 54 people in the 
first 24 hours after it seized power. 

"Security forces had to open fire to 
restore control in many places in Ran- 
goon," the army-controlled radio said. 
"Many arms and ammunition were 
looted from police stations by people 
and robed persons [Buddhist Manki” 
One ambassador has reported that 
young teenage girl demonstrators were 
shot at, and some killed. 

Fears that the military was planning 
something arose on 16 September when 
the Burmese Government announced 
that all 186,000 members of the armed 
forces, as well as all 
civil servants, were 
no longer members of 
the BSPP. It seemed 
like political suicide 
for the military, 
though some Bur- 
mese suspected there 
were deeper motives. 

“By officially 
separating the 
hitherto inseparable 
army-cum-party ap- 
paratus, the military 
top brass could al- 
ways claim, when the 
coup was staged, that 
they had intervened 
to safeguard national 
interests as opposed 
to the interests of any 


specific political 
party,” a Burmese 
source said. 


To reinforce this 
impression of the mi- 
litary as the nation’s 
saviour, the ruling 
council revoked the 
1964 Law to Protect 
National Unity, 
which banned all po- 
litical parties except 
the BSPP, and a 1974 
law designed to protect the ruling party 
and its organs of power. 

Some analysts believe that to create 
conditions that could be used to justify a 
takeover, the military was content to 
encourage the country’s apparent slide 
towards chaos and anarchy. Dissident 
students and monks ignored Maung 
Maung’s pledges and continued to de- 
mand that the BSPP be immediately re- 
placed by an interim government pend- 
ing elections, and looting and violence 
broke out. 

The distancing from the BSPP was 





BURMA 


Back to square one 


expected after the killings of unarmed 
demonstrators in March, June and Au- 
gust (REVIEW, 8 Sept.). But with the 
BSPP in effect having been disbanded, 
and in view of the current renewed kill- 
ings of protesters in Rangoon as well as 
upcountry — violence has also been re- 
ported in Pegu, Toungoo and other 
places in the central plains — the mili- 
tary, in turn, has been discredited. 
“Our armed forces are a national dis- 
grace,” one Burmese source told the 
REVIEW. “They consist of a privileged 
top stratum of corrupt officers and 
thousands of cowards who dare not dis- 
obey their orders. In- 
stead, they are pre- 
pared to kill their 
own countrymen to 
reserve the narrow 
interests of the ruling 
elite.” 


Misr: important, 
the coup has un- 
masked the real lead- 
ers who have re- 
mained behind the 
scenes using the pow- 
erless civilian Maung 
Maung as a front 
man. Saw Maung is 
considered the right- 
hand man of Sein 
Lwin, who stepped 
down as president on 
12 August after 17 
days in power fol- 
lowing widespread 
demonstrations 
against him. And 
Sein Lwin only takes 
orders from Ne Win. 

The other coup 
leaders belong to the 
loyal group of army 
officers who rose to 
prominence after an 
abortive coup at- 
tempt in 1976. Sein Lwin led the purge 
of the dissidents’ ranks at that time, 
and some of the more professional of- 
ficers who were dismissed have ral- 
lied behind one of the present opposi- 
tion leaders, Tin U, who was then a 
general and implicated in the coup at- 


TIS 

Ithough protesters greeted the 
takeover with defiance, the decisive fac- 
tor in Burma's political future is still the 
military. Given previous reports of sup- 
port from various military units for the 
protesters, it is not clear how much of 
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the armed forces remains unreservedly 
loyal to Saw Maung. Many observers 
now feel that the coup may cause any 
frictions within the army to surface. 

The international reaction to the 
coup has been overwhelmingly nega- 
tive. Protest notes were immediately is- 
sued by such countries as Sweden and 
the US. The US urged the military “im- 
mediately” to stop shooting at de- 
monstrators and also called on the dissi- 
dents to refrain from provocative ac- 
tions. The current US aid to Burma, 
which amounts to US$7 million in deve- 
lopment assistance, US$5 million in 
anti-narcotics assistance and 
US$260,000 for military training, is 
being reviewed “with an eye towards 
eliminating programmes or changing 
them as conditions warrant.” 

Tin U and other key opposition fig- 
ures, Aung San Suu Kyi, daughter of in- 
dependence hero Aung San, and former 
brigadier-general Aung Gyi, issued a 
joint statement after the coup vowing to 
“continue our struggle for democracy 
by various means until the goal is 
achieved.” The fourth dissident leader, 
former prime minister U Nu, who was 
ousted by Ne Win in 1962, claimed that 
his unofficial government was the only 
legal one in Burma and asked for inter- 
national recognition. 

Militant students, who have been the 
vanguard of the prolonged uprising, ap- 
parently anticipated the takeover. On 
12 September, students representing 
most universities and major high 
schools met at the Institute of Medicine 
in Rangoon, disbanded all existing stu- 
dent organisations and formed a new 
united front group, the All Burma Stu- 
dents’ Organisation, headed by a 114- 
man committee but with no office bear- 
ers. 
Min Ko Naing, the nom de guerre of 
a charismatic student leader, and Min 
Zay Ya, chief of the All Burma Stu- 
dents’ Democratic Association, went 
underground as students reported in- 
tense military activity a week before the 
takeover. Some are also in search of 
support and weapons. Lately, groups of 
Rangoon students have gone to the Thai 
border area to link up with Burmese 
exiles and obtain arms and ammunition. 

Observers fear that the dissidents 
will now turn to bitter militancy to back 
their demands. From his place of hid- 
ing, Min Ko Naing has issued a state- 
ment sounding what the said was the 
“alert for the last-ditch fight throughout 
the country.” 

His statement, which was made pub- 
lic in Bangkok, said: “We have stopped 
using our mouths to protest .. . There is 
no honour greater than the willingness 
to sacrifice for the freedom of the 
motherland.” o 


Burma profile looks at the 


Buddhists: page 42 
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Shifting economic gears 


Price reform gives way to curbing inflation, improving management 


By Robert Delfs in Peking 

hina’s economy seems to be coming 

unglued. Less than a year after the 
country's economic reformists, led by 
Chinese leader Deng Xiaoping, won a 
dramatic political victory over conser- 
vative rivals at the 13th congress of the 
Chinese Communist Party (CCP), and 
only months after ambitious price-re- 
form measures were announced in May, 
the government is pulling back. 

The CCP Central Committee's 3rd 
plenum, scheduled to begin soon, is ex- 
pected to adopt a refocused reform plan 
for 1989 aimed at controlling infla- 
tion and restructuring enterprise man- 
agement. Following a politburo meet- 
ing on 15-17 August, further significant 
price reforms will be 
treated only as “a long- 
range target to be 
achieved in five years 
or more.” 

A sudden sense of 
crisis and reports 
of acrimonious  ex- 
changes between polit- 
buro members at the 
August meeting have 
led to speculation 
that CCP General Sec- 
retary Zhao Ziyang, 
an important advocate 
of bold economic re- 
form within China’s top 
leadership, is now 
in serious trouble. 
There is no doubt 
that — Zhao's pres- 
tige has been damag- 
ed. 

"The reformists made promises they 
could not fulfil," an economist here 
said, adding: "They didn't expect the 
crisis until later. This was a mistake, and 
it was primarily Zhao's mistake." 

But insiders dismiss rumours that 
Zhao's authority has been challenged. 
The three leaders most often mentioned 
as possible rivals — Premier Li Peng, 
State Planning Commission head Yao 
Yilin and party discipline inspection 
chief Qiao Shi — all share responsibility 
with Zhao for the decision to accelerate 
price reform this year. 

Even if Zhao were judged primarily 


| responsible, there is no leadership 


group committed to his removal — as 
was the case when a coalition of conser- 
vative party elders and military leaders 
forced Zhao's predecessor, Hu Yao- 
bang, to resign in early 1987 follow- 
ing pro-democracy student demonstra- 
tions. Hu took responsibility for the 
nationwide demonstrations getting out 
of hand. 





"Yao and Li know they can't replace 
Zhao, and no one else is stupid enough 
to want the job at a time like this," an 
academic said. "This is not a political | 
struggle between reformers and conser- | 
vatives — they're all in trouble." 

The breaking point came after the 
politburo meeting in August at the sea- 
side resort of Beidaihe. An announce- 
ment that the leadership remained com- 
mitted to further price liberalisation led 
to eight days of panic. Across the coun- 
try, bank depositors stood in line to 
withdraw their money to buy TV sets, 
washing machines and refrigerators. 

But the real crisis came with a gen- 
eral breakdown in financial discipline 
on the part of enter- 
prises and local govern- 
ments. A degree of 
panic buying had been 
anticipated and, given 
the massive volume of 
personal savings in 
China, it was accepted 
as unavoidable 

What the govern- 
ment was not prepared 
for was an explosive 

rowth in real personal 
incomes and the money 
supply, which has vas- 
tly inflated demand 
thereby wiping out 
most of the benefits of 
rice increases to date. 

e increase in real in- 
comes and money sup- 
ply also created the 
conditions for con- 
tinued over-heated growth and spiral- 
ling inflation. 

The July payroll for urban staff and 
workers was Rmb 18.1 billion (US$4.86 
billion), 25.2% more than for July 1987 
and growing faster than the estimated 
19% overall rise in consumer prices dur- 
ing the 12-month period. Most of the in- 


| crease was due to bonuses and sub- 








sidies, which jumped 36% in the first 
seven months of 1988 compared with 
the same period last year. In Peking 
alone, subsidy payments were Rmb 1.21 
billion in the first six months of the vear, 
an increase of 59% over the same period 
in 1987. 

The 25.2% wage rise far understates 
actual growth in urban personal in- 
comes because it excludes widespread 
increases in under-the-table payments 
to workers in the form of goods, and 
earnings from moonlighting as state 
workers take on second jobs in the black 


economy. It is impossible to determine 
the true scale of non-wage income, but 
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yh half of real urban icome.. 
Tr “gifts” of food and con- 
sumer goods have become a regular 
mponent. of many workers’ monthly 
. However, these benefits are dis- 
buted unevenly. Workers in profita- 
ble enterprises or in government units 
with large pools of extra-budgetary 
funds are getting the lion's share, while 
Other workers have little or no shelter 
: from rising prices. 
- Despite the rapidly rising cost of liv- 
. ing.and a 2576 increase in retail sales, 
-total urban and rural bank savings were 





| still Rmb 349.3 billion by the end of 
<E June, 41.9 billion more than the year be- 


fore. And the money supply — which, 
according to plan, was supposed to be 
reduced this year — expanded by 3096 
in the first half of 1988 alone. 

Why did Zhao and his colleagues fail 
to anticipate these problems? Over- 
confidence growing out of last year's 
victory over conservative resistance to 


ut economic reform at the 13th party con- 
|| gress is one factor. Ironically, decon- 
^|. trolling prices appeared deceptively 
| easy early this year — compared with 
_ | more radical proposals at the time to re- 
|. structure or privatise ownership of state 


enterprises — since price reform did not 
then face serious political opposition. 
At the same time, price reform 


. | seemed to offer a quick fix for corrup- 
| tion by eliminating opportunities for 


abuse created by a two-track pricing sys- 


{| tem, under which the state controls 


prices of some goods while. allowing 
inarket forces to determine others. 
The current crisis is not so much a 


(4 failure of economic reform as it is a 


more general failure of China's political 
| and economic systems. And the crisis 
- does not challenge the reformers ulti- 
mate goal of creating a substantially 
market-based economy. " 





MALAYSIA 


* Princely opposition 


> By Nick Seaward in Kuala Lumpur 
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Filipinos rattle their sabres over a phantom annexation 


By Rodney Tasker 
he most recent territorial flare-up 
between the Philippines and 


Malaysia may have been totally base- 
less, but it was an interesting study in 
the enduring suspicion which the two 
neighbours have of each other despite 
their partnership under the Asean ban- 
ner. 

During a three-day period from 12 
September, reports that Malaysia had 
annexed six islands in the southern 
Philippines and had even despatched 
navy ships to the area quickly whipped 

up talk of imminent hostilities in the 
Manila press and other quarters which 
should have known better. The episode 
died down as quickly as it had arisen 
when it was discovered the Filipinos had 
got their maps wrong. 

The two neighbours have had their 
differences since the early 1960s. That 
was when Manila decided to resurrect 
its historic territorial claim to the 
Malaysian state of Sabah on Borneo, 
which Filipino leaders believed had 
been legally bequeathed to them by the 
sultan of Brunei in the last century. 

The Sabah claim has yet to be finally 
put to rest, though Philippine President 
Corazon Aquino has shown sincerity in 
persuading the country's legislature to 
drop it. Some older Filipino politicians 
still support the claim and others com- 
plain that Sabah has been used as a stag- 
ing post by secessionist Filipino Muslim 
rebels, particularly when the rebellion 
was at its height in the 1970s. 

Earlier this year, Malaysia’s deten- 
tion of 49 Filipino fishermen Lidia a 





Mahathir’ s archrival crosses in parliament 


"hirteen of Prime Minister Datuk Seri Mahathir Moha- 
| mad's most bitter rivals have declared themselves inde- 
ndent members of parliament and will sit in the opposition 
benches at the next sitting of parliament beginning on 10 Oc- 
tober. They will be headed by former trade and industry 
nister Tunku Razaleigh Hamzah, a Kelantan prince, who 
narrowly lost to Mahathir in a battle for the presidency of the 
Jnited Malays’ National Organisation (Umno) last year. 

ed unl continne to pledge loyalty to Umno, which was de- 


athir had quickly formed an Umno (Baru), or New 
no, announced that Razaleigh and others who op- 
ts formation would be DATEN from j nione: 


f 


storm of protest in Manila which only a 
direct appeal by Aquino to Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad managed to defuse. The 
fishermen were arrested by the Malay- 

sian navy in an area of the Spratly Is- 
lands claimed by both countries. One 
died in captivity and the others have 

since been freed. 

The press was equally hostile, bor- 
dering on the hysterical, over the latest 
row which started when Sen. Leticia 
Shahani, chairman of the Philippine 
senate’s foreign relations committee 
(and a sister of Defence Minister Fidel 
Ramos), claimed that Malaysia’s exclu- 
sive economic-zone map included the 
Turtle island group, in the Philippines’ 
southernmost province of Tawi-Tawi. 

Several congressmen attacked 
Malaysia, one even claiming that a 
Malaysian frigate had shelled the is- 
lands. In Kuala Lumpur, Mahathir de- 
nied any Malaysian encroachment of 
Philippine territory and said there had 
been no objection from other neigh- 
bouring countries to the Malaysian 
map. 

There were red faces all round in 
Manila later in the week when it was dis- 
covered that the annexation accusation 
was based on a mistaken reference by a 
Philippine navy commander to a US 
navigation chart, which included deep- 
water routes for ships passing the Turtle 
islands. The officer has been relieved 
of his command and Shahani has 
apologised to Aquino for her “major 
mistake." u 


The crossover has been expected. Speaking for the 13, 
former foreign affairs minister Datuk Rais Yatim said on 19 
September it was inevitable given that Mahathir had said that 
without being members of Umno (Baru), his rivals could not 
be members of the ruling National Front coalition, of which 


ber. 


Umno (Baru), like its predecessor, is a dominant mem- 


Two other former Umno MPs had earlier declared them- 
selves independent: Mohamed Tawfik Ismail and former wel- 






fare minister Datuk Shahrir Abdul Samad, who resigned his 
Johor Baru seat and was re-elected by a landslide in a 25 Au- 
gust by-election (REVIEW, 8 Sept.). Rais expects that former 
deputy prime minister Datuk Musa Hitam, and another 
former cabinet minister, Datuk Adib Adam, will also declare 
themselves independent soon. Musa has already said he will 
not join Umno (Baru). > 

Rais is reported to have said that his group will not oppose 
the government as a matter of course, “but we will certainly 
reflect the people’s wish that we stand up for reason and jus- 
tice.” Seven former Umno assemblymen from the state legisla- 
tures of Negri Sembilan, Selangor and Perak have also de- 
clared themselves as p XP 
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‘It's a tough location but we have the essentials.” 
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Exclusively Fine Champagne Cognac 
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It isnt easy to manipulate two sticks 
with a mind of their own into a position 
are able to 


whereby you grasp 


something small, round and slippery. 

However, in Asia you will 
appreciate that you are expected to 
use chopsticks in deference to the 
more familiar fork and knife. 


Michael 


for the 


that he 


him 


master the technique. At least that's 


Moran knows 


couldn't life of ever 


what he believed until our hostess 
Rebecca Ma at the Lai Lai Sheraton 


in Taiwan insisted on coaching him 


She knew it was important if he was 


THINGS MEAN A LOT 


AT SHERATON LITTLE THINGS 


to stand any hope of impressing 
Taiwanese businessmen 

In less than 10 minutes Mr. Moran 
was looking deft with chopsticks 

It may be second nature to Rebecca, 
but she knows that the little things like 
helping Mr. Moran with his chopsticks 
would mean a lot to him. 

In a letter which arrived some 
weeks later, Mr. Moran not only 
praised Rebecca Ma, but he gave us a 
perfect ending to this story. 

He wrote. "| guess running a great 


hotel is a little like using chopsticks 


Its easy when you know how 
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As highly trained and dedic 
professionals we will confidently 
our utmost to make any flight with L 

as enjoyable as possible. 

As the world’s number one IATA airline 
we will maintain the highest standards of 
service, as befits our leadership position. 

As a renewed and recently privatized 
corporation we will demonstrate even 
greater competitive spirit and enthusi- 

asm to meet your needs. 

As Japan’s international airline we are 
bound by our own unique corporate 


irte o da em E SEn AON sense of honor to fulfil these promises. 


JAPAN AIR LINES 


Travel JAL and enjoy ‘UAL World Hotel Selections Plan": 
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Stalemate surprise 


Government troops hold their ground against mujahideen 


By Rajendra Sareen in Kabul 
W ith Soviet troops remaining in only 
six of Afghanistan's 32 provinces, 
after meeting their 15 August deadline 
to pull out half their occupying forces, 
the army of President Najibullah and 
the mujahideen have reached a stale- 
mate: neither side has been able to gain 
a military advantage. 

The remaining Soviet troops are not 
involved in fighting, but their presence 
is a deterrent to mujahideen attack and 
with the Soviets also acting as a cushion 
for them, government troops have re- 
peson mujahideen attempts to capture 

host, Kalat and Loghar in the past 
four months, and have 
stood their ground in 
Jalalabad, Paktia, Paktika, 
Kandahar and other areas, 
said Defence Minister 
Shahnawaz Tanai. The 
mujahideen captured Kun- 
duz for five days and 
Maidan Shahr for 12 hours 
before they were dislodged. 

Despite the government 
troops’ ability to do lit- 
tle more than hold their 
ground against the mujahi- 
deen, the Soviet Union still 
plans to P all its troops 
out by 15 February, as it 
had agreed to in Geneva. 
Lieut-Gen. Boris Gromove, 
the commander-in-chief of 
the Soviet forces in Af- 
ghanistan, has  reaffirm- 
ed this, though he added: 
"We want complete imple- 
mentation of the Geneva 
agreements by all parties." 

The Afghans have complained re- 
peatedly that Pakistan is violating the 
agreement by helping to arm the 
mujahideen and allowing them to oper- 
ate from bases in their territory. The 
Soviets have followed up with warnings 
of "serious consequences," though 
Gromove implied that no retaliation 
was imminent. 

Gromove's assessment is that the 
resent military situation in the areas 
rom which Soviet troops have with- 
drawn is “more or less as we had ex- 
pected. The Afghan forces are acting 
without our help and are able to main- 
tain peace." He also appeared confident 
that the mujahideen could be defeated 
in direct combat. “They have never 
fought a battle face to face either with 
the Soviet troops or the Afghan army," 
he said. “They are incapable of straight 
combat to achieve their goals. They 
strive to terrorise the people and fright- 
en the leaders of the provinces. They 
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have invariably adopted hit and run tac- 
tics right from 1980. 

"They discredit the national recon- 
ciliation policy of the Afghan Govern- 
ment because they want the disturbed 
conditions to continue. The responsibil- 
ity for their depredations rests on those 
who supply them arms and money. It is 
difficult to say how long they will con- 
tinue the bloodshed.” 

Najibullah avoided directly answer- 
ing a query as to whether Soviet troops 
might return after 15 February if asked. 
“If [the] Geneva agreements are not im- 
plemented by Pakistan and the United 


f 
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Mujahideen motorised patrol: fierce competition. 





States we shall react in a suitable man- 
ner,” he said. Gromove was less am- 
biguous: “Right now everybody should 
concentrate on the implementation of 
the Geneva agreements,” he said. “But 
if the Afghan Government again invites 
the Soviet troops, and that becomes 
necessary to respond in order to fulfil 
our international obligations, we can 
do so." 


Ithough the Soviets remain aloof 
from ground fighting, these obliga- 
tions have come in the form of aerial 
support. Afterthe Soviets withdrew, the 
mujahideen attacked Kunduz in force 
and occupied it. Gromove said there was 
widespread killing, looting and abduc- 
tions. Five days later, Soviet aircraft fly- 
ing out of Tashkent reportedly intensely 
bombed the city to soften it up for gov- 
ernment troops who then retook it. 
Diplomatic sources in Kabul said 
that when the US Undersecretary of 
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State Michael Armacost asked the 
Soviet Deputy Foreign Minister Yuli 
Vorontsov about the Soviet involve- 
ment in the air strike. he was told that 
the Soviet Union had its treaty obliga- 
tions. Should the civil war intensify after 
total Soviet withdrawal, military obser- 
vers here predict that Moscow might in- 
creasingly intervene with air strikes 
from bases adjoining the Soviet- Afghan 
border. 

Soviet troops remain in Kabul in the 
centre, Herat in the south, and Parwan, 
Baghlan, Samangan and Balkh in the 
north near the Soviet border. Afghan 
Government troops are holding on to 
fortified cantonments and capitals such 
as Assadabad, Jalalabad, Gardiz, 
Khost, Ghayni, Kandahar, Herat, Kun- 
duz, Mazari Sharif and Baghlan. They 
also have a tenuous control of highways 
and trunk routes. The mujahideen, 
however, are able to frequently disrupt 
the movement of goods and collect toll 
from travellers for safe pas- 
sage. 

In other areas, Kabul has 
drawn up peace zones and 
neutral areas where people 
are left to their own devices 
for security and administra- 
tion. 

The seven different 
mujahideen groups fight 
seperately and are in fierce 
competition with each 
other. The casualties they 
suffer fighting each other are 
believed to be no less than 
what they suffer at hands of 
goverment troops. 

The government forces’ 
main advantage over themis 
their recourse to air power to 
Strike against large forma- 
tions of mujahideen and their 
depots. Helicopter gunships 
are used to protect transport 
aircraft landing or taking off 
in Kabul and the Afghan air 


| force is believed to be effective in mili- 


lary transport and logistics support. 
The Afghan defence forces have sur- 
rised those who forecast their swift col- 
apse once the Soviets began to pull out. 
They will also inherit an impressive in- 
Irastructure from the departing Soviets. 
In the past eight years, the Soviet mili- 
tary command has set up 179 military es- 
tablishments, 20 hospitals of 350 beds 
each with operating theatres and diag- 
nostic equipment and a great many 
houses and apartments, besides food 
supply establishments and water supply 
systems all over Afghanistan. 

Despite the continued withdrawal of 
Soviet troops, however, Maj.-Gen. Lev 
serebroov, the Soviet troops' political 
officer, warned that violations of the 


| Geneva agreements by supporters of 


the mujahideen would not only create 


| difficulties for the guerillas and Pakistan 


but also "affect the resolution of region- 
al conflicts in the rest of the world." O 
































Hard choices await new president on trade, 


Biting the bullet 





n Washington 


When Ronald 
Reagan hands over 
the presidency on 20 
January 1989 to a yet- 
‘| to-be-elected success- 
or, it will mark the 
end of an era in US 





By Nayan Chandai 





e| d MINE: politics and of unchal- 
1 





enged American supremacy in Asia. 
With its national debt reaching a dizzy- 
ing US$2.8 trillion and large budget and 


: trade deficits straining its resources, the 


post-Reagan US will have to make pain- 
ful adjustments that will affect Asian 
economies, security and the US role in 
the region. 

The new US administration will have 
to find ways of cutting the US$150 bil- 
lion budget deficit and the US$171 bil- 


lion trade deficit, while paying interest 


to the tune of US$160 billion a year on 
its past debt and meeting a burgeoning 
bill for social expenditure. Whichever 
course Washington adopts to come out 
of its deficit hole, Asia will have to brace 
for a leaner and meaner US. 

Asian countries will have to sell less 
to and buy more from the US, and pay 
more for the American security um- 
brella. As the US presses to reduce its 
trade deficit, the East Asian region — 


-which accounted for three-fifths of the 
record US$171 billion US trade deficit 


last year — will have to look for new 
markets. Between 1981-87 US manu- 
factured imports from the 12 countries 
of East Asia rose at an annual rate of 
1596. That growth rate will slow consid- 
erably. 

No matter who sits in the White 
House, the next president is likely to 
face the following tasks: 

» Topressure Japan, South Korea and 
Taiwan to open further their markets, 
expand their economies and revalue 
their currencies to make US exports 


|^ competitive and curb US imports. 


» To use aggressively anti-dumping 


and unfair trade provisions of the re- 


cently passed Trade Bill to stem Asian 
exports, and provide greater govern- 
ment support to promote leading-edge 
technology and US exports. 


» To cut down US military operations 


in Asia and pressure Japan and South 
Korea to assume a greater share of their 
defence burden, and make alternative 
arrangements for the US military bases 
in the Philippines. 

» To cope with the more active and 
sophisticated Soviet diplomacy, China's 
increasingly assertive policies, and the 


_ rising nationalism of the regional states. 


Reagan, who is credited with pro- 
moting economic growth by cutting 
taxes, has scored some considerable 
successes. Inflation has been cut, un- 
employment reduced to a record low 
level and economic growth sustained for 
six years. High American consumption 
has been the engine of growth in East 
Asia. In five years Reagan has increased 
defence expenditure by 50% in real 
terms — an expansion that may have 
had a chastening impact on Moscow. 
But good times and military superiority 
have been bought with borrowed 
money. 

Huge borrowing by the US Treasury 
and consequent high interest rates at- 
tracted a massive flow of 
foreign capital into the US. 
It pushed up the value of 
dollar, which in turn made 
American exports expen- 
sive and foreign imports 
very cheap. Although the 
rate of growth in the trade 
deficit has begun declining 
as a result of the concerted 
effort by industrialised na- 
tions to drive the dollar 
down, the US nevertheless 
ran up a record US$171 bil- 
lion trade deficit in 1987. In 
1980 the US enjoyed a US$2 
billion trade surplus. The 
budget deficit has mounted 
and the national debt has 
doubled. Some 1476 of the 
US budget for fiscal 1989 
(beginning 1 October 1988) 
will go to pay interest. 

In a recently published 
book Rendezvous with real- 
ity: the American economy 
after Reagan, Murray 
Weidenbaum, a former economic ad- 
viser to Reagan, warns: “Aside from 
rumbles of warning from financial mar- 
kets, we are experiencing the longest 
period of national calm simultaneously 
with the most durable economic expan- 
sion in more than half a century. 
Nevertheless, chips are being called in; 
the bills are coming due. Citizens con- 
cerned with the future of America must 
take on a role akin to that of the clean- 
up crew the morning after the big blast." 

Whether a clean-up crew will take 
charge and how they will proceed will 
not be known until the elections are 
over. If one were to go by the election 
rhetoric, both the candidates will square 







East Asian countries 


| the circle; they will spend more on edu- 


cation, child care and health, maintain 





Japan 
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the budgets for defence and social sec- 
urity, raise no taxes but still work to- 
wards a balanced budget. 

“One of Reagan's lasting legacies is 
that he has turned 'tax' into a dirty 
word," said economist Shafiqul Islam of 
the Council on Foreign Relations. 
US’ recent political history is littered 
with the bones of politicians who hac 
the temerity to suggest tax increases tc 
cut the deficit. Not surprisingly, the 
Reagan-endorsed Republican Party 
candidate, Vice-President George 
Bush, promises his electorate over and 
over again “No tax” and to drive home 
how categoric the pledge is, says “reac 
my lips.” Democratic Party candidate 


EAST ASIA’S US 
TRADE DEPENDENCY 
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Taiwan 

S. Korea | 
Hongkong 
China 
Australia 
Singapore 
Indonesia 
Malaysia 
Thailand 


| Sources: IMF, Direction of Trade Statistics; 
Republic of China, Monthly Statistical D 
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REVIEWDIAGRAM by Andy Tar 
Michael Dukakis says he will raise ta 
only as a last resort. 





H ow then, will the 41st US presider 
balance the books and what will b 
done to reduce the trade deficit 
Dukakis says he will increase revenue b 
improving tax collection. Bush has sai 
he will balance the budget by a "flexibl 
freeze" — limiting government spenc 
ing to matching inflation and comper 
sating for sectoral increases by cuttin 
elsewhere. But nobody believes suc 
vague plans are anything other tha 
electoral ploys to reassure voters. Th 
tools that are available to the presidei 
to slow down the deficit — tax u 
creases, cuts in public spending and rai 
ing interest rates and inflation — all ru 
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the risk of provoking recession, apart 
from being highly unpopular. The task 
of telling the people the unpleasant 
truth about the need to raise taxes has 
been left to a 12-member bipartisan Na- 
tional Economic Commission (NEC). 
The commission is charged with offer- 
ing recommendations to the new presi- 
dent on how to.reduce the deficit. 
Economist John Williamson of the 
International Institute for Economics is 
sceptical about Bush accepting the rec- 
ommendation to raise tax rates. “After 
having promised the electorate for a 
year that there will be no tax [increase] 
he cannot just turn around and raise 
taxes. The hope is that the [NEC] will 
provide the political excuse for doing 
the necessary. But that's only a hope." 
Although Dukakis is less rigid on tax 
than Bush, it is not certain whether he 
would listen to the advisers who recom- 
mend a tax increase or who call for fed- 
erally funded investment to bring about 
growth and increased government rev- 
enue. While some of Dukakis' advisers 
say that there is no alternative to re- 
duced consumption and higher rates of 
national saving to bring down the def- 
icit, other Democratic economic advis- 
ers are pushing for a populist version of 
Reagan's supply-side economy. They 
argue that tax increases and spending 
cuts would lead to recession and push 
the budget deficit still higher. They 
argue that the way to balance the budget 
is to produce more by redirecting ex- 
penditure from defence to education, 
research, job-training and infrastruc- 
ture and by implementing an industrial 
policy. : 
| Although both Bush and Dukakis 
are believers in free trade, the latter is 
likely to be more aggressive in using the 
newly passed omnibus Trade Bill to pro- 
tect American industry. Democratic 
vice-presidential candidate Lloyd 
Bentsen, who as chairman of the Senate 
Finance Committee played a key role in 
passing the bill, will certainly be an in- 
fluential voice in matters of trade. 
However, the much-touted bill is un- 
likely to be of much help in reducing the 
deficit. Michael Beresik, a trade ana- 
lyst, said: “We ran up a gargantuan def- 
icit with all the unfair trade and anti- 
dumping laws in force. A few more 
teeth in that set of dentures won't make 
| much difference. The fact is that the 
, omnibus Trade Bill is designed not to 
. balance trade, but to prevent unfair 
trade and score domestic political 
points.” Even the proponents of the bill 
acknowledge that only 10% of the trade 
deficit is caused by unfair trade — and 
that estimate is believed to be high. 
Most economists agree that a reduc- 
tion of the US trade deficit has to come 
essentially by cutting into the exports of 
four countries — Japan, West Ger- 
many, Taiwan and South Korea. And 
the principal tool in pushing this effort 
in Asia, many believe. will be the 
- further appreciation of the yen, Korean 
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manufactured exports in the East Asian ` 

and Pacific region and Japan accounted» 

for only 7.9%. x 
The reverse side of the US attempt to | 

balance its trade will be to put pressure . 

on Japan to cut further its surplus, 

, which has begun to decline. Economists 

| believe that Japan will be pressed to re- 

| duce its current-account surplus by - 

| about US$10-15 billion a year and work. : 

| towards eliminating its trade surplus by — 

| opening its door wider to American sere — 

| vice industries and developing coun 

| tries' manufactured exports. 

US analysts see Japan ~~ becaus 

| 

| 

1 

i 

| 
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| 
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won and New Taiwan dollar, combined 
with "process protectionism.” 
Williamson argues that the first step 
towards reducing the trade deficit 
would have to be setting the US fiscal 
house in order. But the second step 
would be to bring the dollar down to the 
level of early 1988 — about Y125 — and 
set up "a moving zone" so as to lower 
gradually the dollar to ¥120 by vear- 














its sharply rising investments in A 
expanding domestic market for A: 


end and then to Y 115. goods and its US$10 billion a year de 
However, Robert Hormats, a | velopmental aid programme for Asia — 


former Reagan administration official 
and vice-chairman of Goldman, Sachs 
International Corp., disagrees. The US 
trade deficit with the newly indus- 
trialised countries (NICs), he said, has 
to be reduced by further opening of 
markets rather than by constant pres- | 
sure for revaluation of currencies. He 
believes the US has to develop a four- 
to-five year strategy for m m 
opening markets rather & 
than continuously bring- 
ing up the issue of ex- 
change rates. : 
While US exports have 1 - 


emerging as a formidable power, 
perhaps surpassing the US in its influ 
ence in the Pacific. There is also a grow- 
ing body of opinion that Japan will have ' 
to be given a greater international 
policymaking role commensurate with 
its economic power in the World Bank, 
IMF and in specialised UN agencies. 
Currently, Japan ranks fifth in IMF vote- 
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County GEASS Bitant 
shown a healthy growth, | japan 
principally due to the low | ra crine tera 
dollar, they are unlikely | South Küres 
to maintain their high | Hongkong 
momentum because many | Singapore —— 
of the successful industries | NICs subtotat 
are running at near capa- |. indonesia 
city. Unless new invest- | Malaysia 
ment is made to expand |. Fhilppines 
capacity, exports will have |: assi toin 


to bottom out. 


Ld arvard University’s | 
Japan specialist, | 
Henry Rosvosky, worries | 
that the focus is too much | 
on monetary and fiscal is- 
sues and not enough on! 
what he calls "real fac-] 
tors." The problem of the | 
US trade deficit, he said, |. 
lies in a lack of competi- 
tiveness due to low productivity, low 
savings and the limited time horizon of 
US business. “Exchange-rate reduction | 
can get you temporary gains, but with 
Japan and East Asian productivity con- 
tinuing to grow, there won't be equilib- 
rium,” he said. 

An international economist notes 
that as the US tries to redress its trade 
balance, Japan will not only have to re- 
duce its own surplus but also share its 
traditional markets with the US. “So far 
Japan has bought raw materials from 
the region and sold them capital goods. 
Now it has to make room for US capital 
goods.” According to a World Bank 
study, between 1980 and 1984 the US 
accounted for 71% of the growth in 
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ing power and a poor second in t 
World Bank, with 5.33% voting power. 
in subscribed shares compared to 7| 
19.32% held by the US. 
Japan's economic clout vis-à-vis the - 
US is not something of the future: it is a 
reality today. During the Wall Street 
crash of October 1987, a stockmarket 
"meltdown" was avoided by a concerte 
ed Japanese intervention. Many eco 
nomists believe that the Reagan admir 
istration's current effort to maintait 
US dollar's stability in the run up to 
election is being quietly backed by Wi 
German and Japanese bank interven 
tion. 
Hormats believes that the trade def- | 
icit is likely to stay above USS100 billion 1 
} 
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surplus for the simple reason that they 
are very competitive,” he said. 
— A lingering trade deficit is likely to 
bring pressure for an increasingly man- 
aged trade and government involve- 
M ment in promoting industry. Already 
F Washington has taken a first step by set- 
|. ting up a government-funded consor- 
i ; tium, Sematech, to research and deve- 
"i lop semiconductors. There is also pres- 
sure building up even from some tradi- 
=| tional free-traders to imitate Japan in 
.| managing trade. o 
<i A former Reagan administration of- 
| ficial and critic of Japan, Clyde Pre- 
_ | stowitz, recently wrote: "Instead of 
_ | shouting down any departure from ‘free 
-| trade’ orthodoxy, isn't it time to start a 
| non-ideological examination of how to 
.| deal with the advantages that accrue to 
| the strategy chosen by Japan and its im- 
- | itators? Open trade is certainly benefi- 
^|. cial to world economic growth but as 
_ |. both theory and experience confirm, an 
| individual country can gain considera- 
| ble advantage by managing its trade, 
- | especially when its trading partners do 
notacttocounterthese practices." gp 















for several years. “Five years from now - 
the Asian NICs will still have a trade- 
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cleans 
n contrast to the looming US budget- 


i ary problems, the next American pre- 
sident will have a fairly benign security 
environment in Asia to deal with. But 
this presents challenges of a new 
order. 

Bald threats and a show of power 
could be easier for Washington to deal 
with than offers of peace from an old ad- 
versary, Moscow, and increasing inde- 
pendence and assertiveness from a new 
ally, Peking. 

This has been amply demonstrated 
by Washington’s embarrassed response 
to Soviet leader Mikhail Gorbachov’s 
latest Asian initiative, delivered on 16 
September, The announcement the 
same month that, despite reservations, 
the US had agreed to transfer new mili- 
tary technology to China, indicates the 
dilemmas the new administration will 
have to face as it evolves a response to 
the new power equation in an increas- 
ingly multi-polar region. 


| but not the money 


| As Washington pre- 
pares to pay the bills 
for its defence build- 
up of recent years, 
| there are growing de- 
E. mands that its allies — 
B especially those with 
meee ee eee big trade surpluses, 
such as West Germany, Japan and 
South Korea — should be asked to foot 
some of the costs. There is also pressure 
on Japan to increase its aid to the Philip- 
pines in the form of support to US 
bases. 
| One result of the Reagan administra- 
_- |. tion’s pressure over the past eight years, 
| as well as the current need to cut the US 
> trade and budget deficits, could be to 
build Japan into a powerful force for de- 
terrence and containment of Soviet 
-power in the Northwest Pacific. How- 
ver, as Deputy Assistant Secretary of 
Defence for East Asia Karl Jackson, 
puts it, the extent of Japan's military 
muscle is already "the best-kept secret 
in Washington," where the US Con- 
„gress routinely berates Japan for taking 
afree ride on defence. 
-'. The fact is, says Jackson, by 1990, 
Japan will have some 60 destroyers, 100 
“P3C anti-submarine warfare aircraft, 
-200 Fi5s, 100 F4s, and roughly 100 
FSXs (though exactly when the latter 
will become operational is still unclear). 
Japan's destroyer fleet by 1990 will com- 
-pare with 47 destroyers in the entire 
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British navy, and the 20 destroyers 
which the US will have deployed from 
the Western Pacific to the Indian 
Ocean. 

He points out that the number of 
first-rate jet aircraft fielded by Japan ex- 
ceeds the total number of such aircraft 
stationed by the US in South Korea, 
Japan and the Philippines combined. A 
Soviet commander sitting in Vladivos- 
tok, Jackson notes tongue-in-cheek, 
would not consider Japan “a free 
rider." 

Such arguments do not cut much ice 
with congressional leaders worried 
about a swollen defence budget and 
protecting jobs in their districts. During 
the years of unprecedented growth in 
the defence budget, the US launched its 

rogramme of building a 600-ship navy, 


| including 15 aircraft carriers, and un- 
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dertook programmes for building an 
array of other weapons systems. How- 
ever, under the pressure of bringing the 
runaway deficit under control, defence 
spending — has been frozen. Regard- 
less of who is the next president, it ap- 
pears likely that, for the foreseeable fu- 
ture, the defence budget will be in- 
creased only to match inflation. 

As the US budget and trade deficits 
have mounted, so has feeling in con- 
gress against the defence burden borne 
by the US for the Western world. Ac- 
cording to the Pentagon, the US spent 
US$34.5 billion in 1987 to maintain 1 





up its act 


Washington publicly has adopted a 
“wait-and-see” approach to Gor- 
bachov’s proposal “to give up the 
[Soviet] fleet’s material and technical 
supply station in [Vietnam's] Cam Ranh 
Bay” if the US agrees to the elimination 
of its military bases in the Philippines. 
But in private, officials said they did not 
take the whole thing seriously. 

As one senior administration official 
told the REVIEW, Gorbachov’s proposal 
on the bases "is largely a propagandistic 
effort designed to embarrass us as 
we go through our Philippines bases 
review." 

However, he said that the offer could 
be a gesture to the Chinese as it would 
involve the removal of the Soviet pre- 
sence from Vietnam — long sought by 
Peking. But the official dismissed Gor- 
bachov's proposal for Soviet-US- 
Chinese talks on security, saying Peking 
knew of the concern such a meeting 
would create in Southeast Asia. 


million people overseas. — servicemen, 
civilians and dependants — 8876 of 
whom were stationed in Nato countries, 
Japan and South Korea. 

Although Japan's contribution to the 
US presence there is estimated to be 
US$45,000 per serviceman, it has not 
impressed congress. The congressional 
clamour for "burden sharing" rose to a 
new height this summer when the Se- 
nate Appropriations Committee recom- 
mended some drastic measures against 
US allies. The committee charged that 
while the US spent US$1,164 on de- 
fence for every US citizen, West Ger- 
many spent US$454 and Japan only 
US$163. These are the very countries 
with which the US has the highest trade 
deficits. 


he committee introduced burden- 

sharing provisions in the Defence 
Appropriation Bill that would force 
the allies to pay the additional cost of 
supplies and services caused by the 
falling dollar, impose a ceiling of 
94,450 personnel stationed in Japan 
and South Korea, deny foreign nation- 
als on the Pentagon payroll a bigger 
pay rise than in the US and ask Japan 
to pay the US$40 million repair costs 
for the aircraft-carrier Midway, whose 
home port is in Japan. The committee 
also prohibited the sale of the Aegis 
ship-based,  air-defence system to 
Japan if it did not buy the ships to go 
with the system as well. 

In a vote in mid-August, the senate 
defeated the Aegis provision and also 
removed that limiting the number of 
personnel in South Korea and Japan. 
But the committee's call for a report to 
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Another senior official played down 
any concern that the US position in the 
region might be weakened by high-level 
Sino-Soviet talks or a summit taking 
place. “Everybody sort of expects it and 
it may not be terribly damaging to the 
US interest,” the official said. 


D espite the presumed propagandistic 
nature of the Soviet proposal, it un- 
derlines the difficulties faced by the US. 
A senior Reagan official speaking to the 
REVIEW before. Gorbachov's latest 
offer, acknowledged the problem. “We 
have had.a 30-year free ride with the 
Soviets. We never had to worry [about 
their gaining. ground] — they were 
either despatching a fleet or rushing to 
congratulate [Ferdinand] Marcos [after 
his fraudulent. Philippine presidential 
victory in 1986]." But the US now wor- 
ries that at least in the diplomatic field 
"the Soviets are going to give us a run 
for our money." 

Washington has noted that with ur- 
bane former UN ambassador Oleg 
Troyanovsky as ambassador in Peking, 
smooth, Japanese-speaking Nikolai 
Solovyev in Tokyo, and old Washing- 
ton-hand Oleg Sokolov in Manila, 








be submitted by 1 August 1989 that 
would assess long-term US strategic in- 
terests abroad and offer suggestions on 
a more balanced sharing of defence and 
foreign-assistance spending, has been 
sustained. Rather than wait for congress 
to come up with more drastic proposals, 
the administration has begun urging 
Japan to do more of its own ac- 
cord. 

William Taft, undersecretary of de- 
fence, said that though Japan’s defence 
spending has been increasing, “it can in- 
crease yet more and, indeed, should.” 
He noted that the US still spends about 
USS$3 billion each year for the defence 
of Japan. "As the Japanese economy 
grows, there is some reason to believe 
that there's an opportunity for the Ja- 
panese contribution taking up even 
more than it does today." 

ae other suggestions made by 
Taft: 

» Japan should acquire better early- 
warning aircraft and surveillance sys- 
tems to further enhance anti-submarine 
and interceptor capability. 
» Expand cooperation with the US on 
arms procurement and bilateral mili- 
| tary-technology development. 

> Step up development assistance to 
the Philippines, Turkey, Afghanistan 
and the South Pacific islands. 

As the US-Philippines military 
bases' review drags on amid increas- 
ingly bitter statements by officials of 
both countries, there is growing pes- 
simism about the future of the bases. 
The reason why the US is refusing to 
pay US$1.2 billion compensation a year 
for the bases, as demanded by Manila, is 
said to be a combination of budgetary 
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the US has serious competition. 

Since Gorbachov’s 28 July 1986 Vla- 
divostok speech, Moscow has stepped 
up its diplomatic efforts to gain legiti- 
macy as a Pacific power, seek normali- 
sation with China, play the peacemaker 


in Cambodia and develop economic 


and trade relations with Japan and 
Asean. 

A flurry of peace Poor from 
Moscow, its support of a nuclear-free 
Pacific and Southeast Asia and the ap- 


parent willingness of the countries of 


the region to test him out, have put the 
US on the defensive. 

The dean of Harvard’s John F. Ken- 
nedy School of Government, Graham 
Allison, who is also a foreign policy ad- 
viser to Democratic presidential candi- 
date Michael Dukakis, acknowledges 
that Soviet advocacy of a nuclear-free 
Southeast Asia could pose a problem 
for the US because it threatens the es- 
tablished US Navy policy of neither 
confirming nor denying whether 
nuclear weapons are on board its 
ships. 

Soviet disarmament proposals, 
Washington officials fear, could also 
provide ammunition to pacifist and anti- 


constraints and practical military con- 
siderations. 

ps dinis Stephen Solarz, chair- 
man of the House Subcommittee on 
Asia and the Pacific, told the REvIEW 
that according to a new Pentagon study 


the US would need to spend US$4 bil- | 


lion in capital costs to build substitute 
facilities in Guam, Saipan and Tinian 
and US$460 million in annual operating 
costs. 

Solarz says that, assuming that the 
US agreed to pay the Philippines 
US$1.2 billion for the next two vears 
and even the same amount for the fol- 
lowing five years, after renegotiation 
the US would have paid US$8.4 billion 
with no guarantee that it could stay on. 
As a Pentagon source put it, there is a 
growing feeling among the top brass 
that the US would be better off spend- 
ing money where it has a future,than 
where it is doubtful. 

In the latest round of talks between 


Philippine Foreign Secretary Raul Man- 


glapus and senior Reagan administra- 
tion officials, the gap between the ad- 
ministration's offer of US$481 million 
and the Filipino demand of US$1.2 bil- 
lion is said to have been narrowed. 
According to Philippine sources the 
administration is sympathetic to the 
idea of a partial swap of US$28 billion in 
Philippine debt, but has warned that ap- 
proval would still have to come from 
congress. While Solarz supports the 
roposal, many congressional leaders 
lave expressed irritation over Manila's 
haggling and may not favour generosity 
at a time when they have to consider 
cutting expenditure to repay the US' 
own debt. — Nayan Chanda 
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lls for an aggressive and imagin 
S response to Moscow by proposing 
sid actions that constitute an “opera- 
est of the logical consequences of 
achov statements.” | 
- However, US officials are not overly | 
worried about Soviet inroads in Asia. | 
They draw comfort from the fact that it | 
would take Moscow a lot more than | 
-sweet words to establish itself as a legiti- | 
. mate power. The Soviets would have to | 
eturn.to the Japanese northern islands | 
they occupied after World War II, with- | 

| 


































draw a substantial number of troops 
om its border with China, and force 
Hanoi to withdraw. from Cambodia 
-| (which could jeopardise its presence in 
| Cam Ranh Bay). =. 

|... Moscow’s latest initiative indicates it 
-- views Cam Ranh Bay as a bargaining 
|- chip against the US, and would 
| be most reluctant to lose this 
| foothold in the region. In the 
| longer term, officials and ana- 
-] lysts say, for all its public rela- 
-[...tions coups Moscow will have dif- 
| ficulty obtaining the real influ- 
j| .ence in Asia which flows from 

trade, aid and technology. 

As Asia scholar Dwight Per- 
kins of Harvard University puts 
"| dt: "What have they [Soviets] got 
^|. to offer to Asia? They have a lit- 
^| te petroleum but the world is 
"Lt awash with it. To Vietnam they 
|. offered a degree of strategic al- 
^|. Hance, a defence against China 
.|-- and it was not a whole lot. Well, it 
. ^ did not stop the Chinese from in- 
-vading." 

In some ways, China's emerg- 





ing foreign posture is posing more of a 


challenge to Washington. Gone are the 


days when China would bend over back- 
wards to accommodate Washington, a 
united front partner against "Soviet 
hegemony." Since the early 1980s, Pe- 
king has distanced itself from Washing- 
ton and opposed US policies in Africa, 
the Middle East and Latin America. 
But that too was acceptable as it was 


| more rhetorical than substantive. In the 


most important issues of Chinese con- 
cern — Afghanistan and Cambodia — 
there was close cooperation. 


ut many officials fear that the new 
US administration will have to face 


| another test of will with China as the 


Cambodian problem nears resolution. 
While China considers the staunchly 
anti-Vietnamese Khmer Rouge as the 
best long-term guarantee against 






| Warm words from 


a frozen frontier 


-By Sophie Quinn-Judge in Moscow 

a Soviet leader Mikhail 
Gorbachov made 
another pitch for de- 
tente in the Asia- 
Pacific region on 16 
September, at the end 
of a five-day trip to 
L| the vast Siberian re- 
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| 
ion of Krasnoyarsk. He solidified a | 
Soviet offer to remove its naval facilities 
- from Cam Ranh Bay in Vietnam, in 
. exchange for the liquidation of US 
=|- bases in the Philippines. And he re- 
-| minded the world that the Soviet Union 
is eager to discuss Asian security prob- 
lems "at any level" with its US adver- 
saries. | 
Bed “You can't remain adversaries in one 
region and become friends in another,” 
'said one Soviet observer, commenting 
on the speech. "Gorbachov made it 


clear that we can't survive with this kind 
of paradox." 

Asia watchers have been waiting 
since July for a follow-up initiative from 
the Soviet leader, to mark the anniver- 
sary of his July 1986 speech in Vladivos- 
tok and the interview he gave last year 
to the Indonesian newspaper Merdeka. 
His remarks in Krasnoyarsk, however, 
do not appear to offer anything as dra- 
matic as the announcement to Merdeka 
that the Soviet Union was prepared to 
accept the double-zero option on short- 
er- and medium-range nuclear missiles. 
This concession paved the way for the 
treaty banning intermediate-range nu- 
clear weapons, completed last autumn. 

The “seven new, peaceful Soviet 
proposals" are, with a few exceptions, a 
reworking or refinement of earlier pro- 
posals aimed at strengthening security 
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Hanoi's domination of Cambodia and 

would like a major role for them — al- 
beit within a coalition government — 
Washington is strongly opposed to the 
communist group. 

A joint resolution recently passed by 
House of Representatives and Senate 
foreign relations committees (which is 
likely to be signed by the president) calls 
for the US to “use all appropriate means 
available to prevent a return to power of 
Pol Pot, the top echelon of the Khmer 
Rouge, and their armed forces." The re- 
solution also calls on the US to "attempt 
to halt the flow of arms and military 
equipment to the Khmer Rouge by urg- 
ing those nations providing to the 
Khmer Rouge to cease doing so." China 
and Thailand are believed to be angered 
by the resolution. Any attempt to im- 
plement these ideas may pit Washing- 
ton's human-rights concerns against 
China's deeply held security in- 
terests. 

In addition, China's recent 
emergence as à major arms sup- 
plier to the Middle East has pit- 
ted its interests and policies di- 
rectly against those of the US. 
China's action, Deputy Assistant 
Secretary of State for East Asia J. 
Stapleton Roy said in a speech in 
August, “has raised serious ques- 
tions in the Washington policy 
community and in congress as to 
whether a stronger, more techno- 
logically advanced China will be 
a force of stability in the world." 

In protest against the Chinese 
sale of Silkworm missiles to Iran, 
the US had frozen further moves 
to liberalise technology transfer 
to China. While China had de- 


in the region. In the long run, Gor- 
bachov's promises of a freer economic 
climate in the Soviet Far East at the very 
end of his speech may elicit a more posi- 
tive response than his peace proposals. 

The one new and apparently unilat- 
eral concession offered in this package 
of proposals is the Soviet pledge not to 
increase the number of its nuclear 
weapons, of any kind, in the region. 
Gorbachov said that the Soviet Union 
had, in fact, already followed this policy 
for “some time.” : 

Although he called on the US and 
other nuclear powers not to deploy sup- 
plementary nuclear weapons in the 
Asia-Pacific region, this appeal was not 
linked to the Soviet pledge as a condi- 
tion. Previously publicised Soviet pro- 
posals on nuclear weapons in the region 
have been limited to medium- and short- 
er-range weapons. As recently as May 
1987, the Soviets were linking conces- 
sions on nuclear-weapons' deployment 
to the elimination of the US nuclear 
capability in Japan, South Korea and 
the Philippines. Since then, they have 
lowered their sights considerably. 

Soviet academic Vladimir Ivanov, of 
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|. nounced the freeze and affirmed it had 
. acted responsibly, Peking nevertheless 
resisted making any commitment on fu- 
ture sales of ballistic missiles. In the face 
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ntense internal de- 
decided this month 
d be more effective - 
t ting China's cooper- 
ation on its arms sales policy. US De- 
fence Secretary Frank Carlucci arrived 
in Peking earlier this month with “gifts” 
— that Washington would not only let 
China launch US-made satellites on 
Chinese rockets (REVIEW, 15 Sept.) but 
would also consider the sale of Chinook 
helicopters, anti-submarine torpedoes 
and radar systems. Carlucci apparently 
received a firmer assurance that 
“{China] will do nothing to destabilise” 
the Middle East. 

One senior administration official 
said that the best way to get something 
with the Chinese, was not to establish 
explicit linkage. “These are subtle 
_ people," the official said. “When you 

offer them something they understand 
- that you could always [put the] brake on 
the delivery if they fail to do what you 
want." But whether Peking keeps its 
promise on arms sales or not, the 
episode serves as a reminder of China's 
new position as a global player and of 
the tougher time ahead for the US as 
China continues its march to a super- 
power status. — Nayan Chanda 
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the Institute of World Economy and In- 
ternational Affairs, told the REVIEW 
that the US could take this as a unilat- 
eral pledge that the Soviet Union is not 
going to deploy cruise missiles, compar- 
able to the US Tomahawks, in the re- 
gion. "This is a clear implication," he 
Said. “We are trying to initiate bilateral 
restraint." (US  Tomahawks, sea- 
. launched cruise missiles with a range of 
- up to 2,500 km, are considered by the 
Soviets to be a serious threat to their 
_ submarine bases in the Soviet Far East.) 
. Western diplomatic sources in Mos- 
cow were low-key in their responses to 
- this offer of restraint, however. "It's 
- quality and not quantity we worry 
- about, and the Soviets would still have 
. the ains ue of upgrading or substitut- 
- ing better-quality weapons,” one source 
. told the REVIEW. “Such offers are easy 
..to make and very hard to evaluate,” said 
another Western diplomat. “The 
- Soviets have given us no information on 
- what their nuclear strength is." | 
— - The Soviet offer to remove their. 
.^material-technical supply point” from 
. Cam Ranh Bay, a full-scale naval base 
he eyes of Western military experts, 


The engines are revving up, the drinks are being served 

and youre about to fly the "Friendly Skies" of United 

Airlines. Be sure to ask for your copy of the Far Eastern 
Economic Review. Available on all United flights from Asia 


Reading the Review will make the skies seem even 
friendlier. 








UNITED AIRLINES 
You're not just flying, 








STERN ECONOMIC REVIEW a 28 SEPTEMBER TARR 

































































has been made before, albei | 
rect language. “If the US were to re- 
nounce a military presence, say in the 

Philippines, we should not be found | 
/anting in a response," Gorbachov said | 
1 his 1986 speech. 
- But as the Soviets know well, this is | 
‘not an exchange offer the US will take | 
seriously in the present circumstances. | 
Although US naval spokesmen fre- | 
= quently sound the alarm about the | 
Soviet presence in Cam Ranh, they do 
. not equate it with their own use of the | 
. Philippines as a forward base from | 
= which they can project US power as far 
as the Middle East. Clearly, this point is 
- | aimed as much at public opinion in 
4. Asia, as itis at the US administration. 

Hard pressed during his Siberian 
visit to convince his countrymen that 
^|. perestroika will some day bring an end 
-|. to their perennial shortages of food, 
| clothing and housing, Gorbachov is 
- |. fighting an equally difficult battle to de- 
- |. velop a working partnership with the 
| US in the Pacific. “Gorbachov made it 
- |. clear that we understand that the US is 
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- | CAMBODIA 


By Ted Morello in New York 

sean's decision to make the first 
j drastic revision to the annual UN 
^. General Assembly resolution on Cam- 
bodia, has plunged the association into 
a lobbying war with Khmer Rouge dip- 
lomats in New York. The new draft 
shifts ground dramatically on the 
Khmer Rouge — the communist faction 
in the tripartite UN-recognised resist- 
ance government. 

The demand for withdrawal of Viet- 
namese troops from Cambodia remains 
(|. pivotal. The new text adds a provision 
V] that it be conducted with “effective 

| guarantees” and "under the effective 
supervision and control of an interna- 
tional commission," leaving open 
whether the commission would be a 
multinational body or a UN peace 
force. The new dratt also eliminates ref- 


on Kampuchea (ICK), the moribund 
-. peace forum set up by the UN in 1980. 
- The language of the Cambodian re- 
- solution has remained. virtually un- 
changed since it was first presented to 
the assembly in 1979. That fact has 
made it relatively easy to retain co- 
sponsors and even add strength with 
eachannualvote. —— 

"Jt is extremely dangerous to make 
‘substantive textual changes," an Asean 
diplomat told the REVIEW. "It means 
that the new language has to be re- 
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not very interested in. cooperating," 
Ivanov said in an interview. "IF 
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“his. rec- 
epee is going to be an important part 
of the thinking of the high-level leaders 
of our country,” he added. “We can’t 
expect the development of global rela- 
xation." 


asking why the US and Soviet Union 


n 
Lis been unable to develop aà/| 
mutual understanding in the region, | 


Gorbachov sounded somewhat plain- 


tive. "The Soviet Union does not im- | 
pinge on the development of US eco- | 


nomic links in the region . . . the USSR 


is for the full-blooded participation of | 


the US in the affairs of the Asia-Pacific 
region, . .” he asserted. 

In his seventh peace point, the Soviet 
leader laid out what appears to be the 
common denominator of all his Asian 
initiatives. He said: “The USSR pro- 
poses, on any level and in any structure, 
to discuss the question of creating a 
negotiating mechanism to examine 
Soviet, and any other proposals, relat- 
ing to the security of the Asia-Pacific re- 


| Neutralising Pol Pot's heirs 


Asean's new UN resolution angers the Khmer Rouge 


studied in depth by every UN delega- 
tion. There is always the danger that last 
year's supporters will change their 
vote." But because of events since the 
1987 assembly vote, Asean decided it 
had to take the risk. 

The most controversial change re- 
sulted from what one delegate called the 
"international groundswell of revul- 
sion" at the prospect of a return to post- 
war power of the genocidal Pol Pot re- 
gime or its Khmer Rouge heirs. Hence, 
for the first time, the draft would put the 
general assembly on record against any 
such eventuality. Without naming 
names, it provides in unmistakable 
terms for the “non-return to the univer- 
sally condemned policies and practices 


of a recent past." 
F ocusing its attack on the phrase "uni- 
versally condemned," the Khmer 
Rouge is conducting a hard-sell cam- 
paign to delete the offending reference. 
Coalition foreign minister Khieu Sam- 
phan, who also heads the Khmer Rouge 
faction, was in New York to launch the 


tic luncheons before the current UN ses- 
sion began on 20 September. He and his 
delegation are concentrating on African 
delegations, apparently with some suc- 
cess. Asean diplomats say that some Af- 
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lobbying drive with a series of diploma- - 


rican representatives already are urging 


a discussion, he added, 
could begin among the Soviet Union, 
China and the US, as permanent mem- 
bers of the UN Security Council. 

In the hope of emulating Japan's rise 


gion,” Such a: 


| to influence through economic clout, 


the Soviets are orienting their foreign 


| policy more and more towards eco- 


nomic diplomacy in Asia. Thus, some 
Soviet observers see the special eco- 
nomic measures for Siberia and the Far 
East, outlined in Gorbachov's speech, 
as an integral part of this foreign-policy 
initiative. : 

Gorbachov said that measures were 
being worked out to give enterprise and 
production cooperatives the right to 
deal directly in foreign markets, and to 
use a portion of their foreign currency to 
purchase consumer goods abroad. He 
confirmed that special-trade zones for 
joint enterprises are under considera- 
tion for this area. The biggest revelation 
of his speech may, in fact, have been the 
admission that the Soviet Union sees a 
possibility of developing open economic 
links with South Korea. 





them to yield to the Khmer Rouge's de- 
mand. 

Two other, parallel, revisions are 
aimed at the composition of the govern- 
ing authority following a Vietnamese 
withdrawal. One calls for “the creatior 
of an interim administrating authority" 
to rule Cambodia between the pull-out 
and national elections. The other urge: 
"the promotion of national reconcilia: 
tion among all Kampucheans" unde! 
[Prince Norodom] Sihanouk's leader 
ship. 

Authority would be shared by the re 
sistance factions — the third is led b 
Son Sann — and the Hanoi-installec 
Cambodian regime of Heng Samrin ir 
Phnom Penh, the People's Republic o 
Kampuchea (PRK). As one diploma 
explained: “Our perception is that ; 
quadripartite authority would amoun 
to the dismantling of the PRK adminis 
tration machinery and would dilute the 
influence of the Khmer Rouge." 

The new text deletes the two section 
that referred to the ICK, established ii 
a 1980 general assembly resolution as : 
forum for reaching a Cambodia settle 
ment, The deletion aims at burying th 
apparatus, which Vietnam has rejecte: 
from the first. In its place, the draft sup 
ports “any other conference of an inter 
national nature under the auspices o 
the [UN] secretary-general.” 

This year’s draft recognises July’ 
Jakarta Informal Meeting (JIM) in Ir 
donesia, between the various Cambe 
dian parties, as a "significant develop 
ment." The language was modified in 
final revision by the Asean capitals fror 
the version drafted by the association 
UN delegates, who characterised th 
JIM asa "psychological breakthrough. 
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WITH THE KIND PERMISSION OF S N.E C M. A AND HISPANO SUIZA 





| Parker Duofold. 


Oh, the elegant 





“The CAE Hay no longer be es but happily the pen is making a welcome return. 





We have long yearned to recreate ihis favourite Parker design. And our centenary ——— ^ — 


has provided a suitable excuse 

Like today’s top cars the Parker Duofold Centennial boasts working parts that 
are ‘state-of-the-art. 

But unlike teni; it boasts 1 that is somewhat old fashioned, 

Rather than mould the cap and barrel ‘en masse, we machine them as we did in the 
: E days, from a solid block: 

Rather than cut the nib from some modern metal, we stay true to gold. 

Rather than slit the nib on some new fangled contraption, we still do the job by 
hand, using a blade no thicker than a human hair. 

And just as Hispano Suiza road tested its cars thoroughly after manufacture, we put 
our pens through their paces. 

Upon completion, each Duofold Centennial is examined by a white gloved inspector. 
If deemed perfect, it is filled, written with and cleaned before being released for sale. 


It is an exhausting way to produce a pen. But, as with the Hispano Suiza, the looks and 


handling provide ample reward. 








Meeting 
expectations. 


Today’s business 
passengers demand 
on-time service. And 
they’re getting it from 
aircraft powered by 
CFM56 engines. 





These engines are so reliable their 
on-time departure rate is better than 
99.995. Which is why they've been 
selected by more than 100 airlines 


and leasing companies, worldwide. 


Unequalled durability means CFM56 
engines typically remain on wing 
for over 6,000 flights before their 
first shop visit—a new industry stand- 


ard that assures low operating costs. 


The CFM56: For airline passengers, 
it’s meeting expectations. For airline 


management, it's beating them. 


cfm C) international 


SOUTH KOREA 








By John McBeth in Seoul 


firm or deny that it has nuclear 


known they were first installed there 
<| three decades ago as the ultimate de- 
.| terrence to northern aggression. Now, 
however, two American generals advo- 
cate that nuclear weapons should be 
withdrawn from the peninsula in re- 
sponse to what they say are changed po- 
litical circumstances and an emerging 
public debate on the subject. 

It was time, military consultant 
Lieut-Gen. John Cushman said, to dis- 
pense with the nuclear issue “by making 
the flat statement that nuclear weapons 
are no longer necessary for the defence 
of [South] Korea — and acting accord- 
ingly." His remarks were made during a 
recent conference in Seoul on the future 
of US-South Korean security relations, 


on bilateral defence matters. 

Cushman, commander of I Corps in 
the vital western sector of the de- 
militarised zone (DMZ) between 1976 


his argument on the 1987 statement of 
Combined. Forces Command (CFC) 
commander-in-chief Gen. Louis 
Menetrey that he could not envision any 
situation in which nuclear weapons 
would have to be used. 

“It is time to dismantle the obsolete 
structure of weapons storage, special- 
weapons support teams, emergency-ac- 
tion consoles, and permissive-action 
links that have been put in place over 
the past 30 years,” Cushman said. “It 
exacerbates North Korea’s tendency to 
reckless behaviour, it is not needed to 
deter them from invasion, it raises justi- 
fiable anxieties in the South and the ac- 
tual use [of them] would be an appalling 
catastrophe even to the victor.” 

Cushman was supported in his view 
by retired brigadier-general Amos Jor- 
dan, vice-chairman of the Washington- 
based Centre for Strategic and Interna- 
tional Studies. Jordan said the nuclear 
deterrent could be just as well main- 
tained offshore as on the peninsula. 

South Korean analysts were notice- 
ably reluctant to address the topic, but 
there are clearly reservations on both 
sides. Retired lieutenant-general Jack 
Graves admitted to the conference that 
the world’s attitude towards nuclear 
weapons was "constantly evolving" but 
added that he would not like the subject 
to be treated any differently than in 
Europe because it would put South 
Korea at a disadvantage. 

By unilaterally withdrawing nuclear 
weapons, he said, the US would be 
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marked by the most open exchange vet | 


and 1978, appeared to be partly basing 





To US has routinely refused to con- - 


weapons in South Korea, though it is - 


Vithdrawal symptoms 


Americans ponder the removal of nuclear arms 


throwing away a bargaining chip impor- 
tant to possible future negotiations with 


D 


North Korea and the Soviet Union over | 


the reduction of tensions on the penin- 


sula. He indicated it was for this reason 


North and South Korean delegates 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


as well that he was opposed to a pro- 
posal by South Korean opposition par- 


i 
| 
: 
i 
| 
| 
| 


ties that the immediate region be de- - 


clared a nuclear-free zone. 
"To neither confirm nor deny is the 


surprised at the openness of the debate. 


to handle it. We need to keep nuclear | 


weapons in the equation." 


| in their book Nuclear Battlefields, a. 





ingly difficult to justify the current p 
icy to his people. Activist groups ar 
homing in on the issue, Lawyer H 
Sung Hon says the time may be ne 
when the quaintly titled Korea A 
Pollution Movement Association 
be renamed to reflect its anti-nu 
stance, “Many people worry about{ 
presence of] nuclear weapons, but fi 
to now] have not been able to say any- - 
thing" for fear of government repres- 
sion, he said. | 

According to defence analysts 
Richard Fieldhouse and William Arkin- 





BE M 














1985 there were 151 nuclear weapons in. 


| South. Korea, including 60 gravity: 
| bombs, 70 artillery shells and missiles, 

most effective way towards deter- | 
rence,” he told the conference, which | 
was packed with civilian-suited South | 
Korean generals who were obviously - 


and 21 terrain-shifting atomic demol ` 
tion mines (ADMs) — many of them re- 
portedly stored in a secure area at the. 
Sth Tactical Fighter Wings Kuman 


| base on the western coast. At least. 
"In most circumstances, it is a good way | 


Part of South Korea's conservative | 


mm nm metam ah AH AP arr Tt ATE 


establishment apparently believes that 
Cushman has ignored strategic needs 
while raising the issue during a period of 
"minor" political change. Lee Jong Ha, 
a senior researcher at the Sejong Insti- 
tute — a think-tank personally estab- 
lished as the Ilhae Institute by former 





at recent talks over a non-aggression pact, 


| 
| 
| 
| 
i 


president Chun Doo Hwan — said the | 
decision to remove nuclear weapons 


should stem from military and security | 


considerations, not political pressure. 


olitical analysts feel it will be dif- | 

ficult for the Americans to continue | 
their coyness over nuclear weapons, | 
given indications that South Korean dis- | 
sidents will home in on the issue after | 
the Olympic Games in Seoul. Some - 
suggest that Washington may have to | 
adopt the policy it follows in Europe, | 
where the presence of nuclear weapons | 
is acknowledged, but not their geo- | 


graphic location. j 


| the reason why the West German 


Many Americans argue that in South | 
Korea's new democratic setting, Presi- 


Korea. This is a separate comm Í 

| from that of the US 2nd Division — the 4 
| 14,000-man tripwire on the main. Mun- | 
san invasion corridor north of Seoul. d 
The ADMs, capable of blocking nàr- | 

row valleys and halting advancing tank. © 


seven US bases, among them. Yongsan s 
in central Seoul, Osan airbase-to the | 


| south, and camps Essayons and Stanley — 






ped | 








to the north, are thought to be equip 
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with emergency-action consoles to re- < 
ceive nuclear-release orders. a 
Military sources say nuclear-capable | 
artillery units are stationed inrearareas. | 
and not in forward positions on the | 
DMZ itself. The 155-mm batteries and 
Lance surface-to-surface missiles : 
understood to be under the u 
control of the chief-of-statf, U 























columns with impassable craters, are re 
garded as the centrepiece of the Ü 
Army's nuclear arsenal in South K 
But some Western experts dub 

“dirty” weapons, that is, their ri 
ation spread is over a greater area t 
militarily necessary and this is repite 











them removed from their territory se 
eral years ago. 1 








-THAILAND 


Politics of promotion 


Military chief consolidates his grip in annual reshuffle 


By Paisal Sricharatchanya in Bangkok 
»njoying a free hand for the first 

üme since he became Thailand's mi- 
litary chief two years ago, Gen. 
Chaovalit Yongchaiyut appears to have 
. consolidated his grip on the influential 
military establishment by effecting 
sweeping promotions for an up-and- 
coming generation. 

Of the total 392 armed forces officers 
affected by the annual reshuffle an- 
nounced on 14 September, some 146 — 
including 47 in the army, traditionally 
the most important service — have been 
elevated to two-star generals. The 
changes become effective in October. 

Underscoring a new policy to give 
the younger men a better chance for ad- 
[p vancement, the promoted officers could 

. also translate into a supportive base for 


T ‘Chaovalit if and when he decides to 


enter politics. Chaovalit continues to re- 
tain the dual post of army commander 
and acting supreme commander. The 
56-year-old military-cum-political stra- 
tegist in the past frequently talked 
about an early retirement but has made 
little comment on the subject since his 
resignation bid in May was rejected by 
former prime minister Prem  Tin- 
sulanond. 

Still regarded as a potential conten- 
der for a future premiership, most ana- 


|. lysts now expect Chaovalit to serve for 


at least another year and then, depend- 
ing on political developments at the 
time, quit the army post or both jobs to 
pave the way into a political career. 
Sources say Chaovalit has drafted 
the blueprint for a broad-based political 
party which would incorporate the mili- 
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tary, bureaucracy and va- 
rious military-backed grass- 
roots organisations. The 
set-up, which resembles In- 
donesia's Golkar model, is 
understood to be a con- 
tingency plan which would 
be introduced if the present 
political system becomes un- 
acceptable to the public. 

But the plan's viability 
now appears clouded, since 
the elected regime of Prime 
Minister Chatichai Choon- 
havan is accepted as a 
progression of the exist- 
ing parliamentary system. 
should Chaovalit decide to enter po- 
litics, his options would be limited 
to joining either Deputy Prime Minis- 
ter Thienchai Sirisamphan's Rassadorn 
Party or Chatichai's Chart Thai Party, 
both of which in the past have invited 
Chaovalit to join. 

Unlike the sometimes heavy doctor- 
ing by Prem, this year's promotions in 
the army reflect Chaovalit's own choice, 
while those in the air force and navy cor- 
respond with recommendations by the 
respective commanders. There was no 
alteration by Chatichai. 

Alongside Chaovalit, the four other 
top four-star army generals — deputy 
commander Wanchai Ruangtrakul, 
chief of staff Charuey Wongsayant, plus 
two assistant commanders, Pichit Kul- 
lavanich and Suchinda Kraprayoon — 
all remain in their jobs, as do the com- 
manders of the four regional armies and 
the special forces. These posts remained 












unchanged, Chaovalit said, to maintain 
unity and continuity. 

Military-affairs analysts said changes 
to any ofthe senior posts could upset the 
delicate power balance between rival 
army cliques and might strain the seem- 
ingly close ties among Chaovalit's own 
military academy classmates. The army 
boss was buying time, the 
analysts said, with the freeze 
simply postponing to next 
year a potentially problema- 
tic power realignment. 

There was speculation 
before the announced re- 
shuffle that Chaovalit might 
vacate the army-commander 
post to make way for su- 
preme command chief of 
staff Gen. Sunthorn 
Kongsompong. The two, as 
well as Wanchai and 
Charuey, are all graduates of 
Chullachomklao ^ Military 
Academy Class 1. Mean- 
while, Pichit (Class 2) and 
Suchinda (leader of Class 5) have long- 
standing personal differences. 

The air force reshuffle saw a 
wholesale purge of several senior offi- 
cers who were opposed to air force com- 
mander Air Chief Marshal Voranart 
Apicharee. Voranart's deputy and chief 
antagonist, Kaset Rojananin, was trans- 
ferred to the largely ceremonial su- 
preme command, filling one of the three 
reinstated deputy supreme commander 
slots. His transfer climaxed a long, sim- 
mering dispute in which Kaset 
spearheaded an unsuccessful attempt to 
oust Voranart. 

Kaset was hand-picked by Vor- 
anart’s predecessor to become air force 
commander last year, but the recom- 
mendation was altered by Prem in 
favour of Voranart. The latest conflict 
was finally reconciled by Chaovalit 
who, while sanctioning Kaset’s re- 
moval, also ruled that the top job should 


Buying popularity 


Chatichai’s growing popularity confounds the sceptics 


hen Prime Minister Chatichai 
Choonhavan took over in early 
August, there was widespread concern 
that his six-party coalition could, at 
best, survive no more than six to eight 
months. But the initial scepticism has 
since subsided. Chatichai is gaining 
more acceptance. His government has 
embarked upon a series of programmes 
designed to enhance its popularity. 
Most political commentators now be- 
lieve it will last longer than expected. 
The government acted swiftly to ex- 
tract parliamentary approval in early 
September on an amnesty bill that 
would pardon the final batch of 16 sus- 
pects involved in the September 1985 
abortive coup attempt. Initiated by the 


previous administration, the move was 
aimed at restoring national unity. In re- 
sponse to demands by government and 
opposition MPs, plus human-rights 
groups, officials also agreed to selective 
consideration of amnesty for other 
groups of political prisoners. 

More important, the cabinet on 6 
September approved an additional Baht 
15 billion (US$588 million) expenditure 
in the fiscal 1989 budget, about Baht 10 
billion of which is earmarked for sweep- 
ing salary increases from next January 
for the country’s estimated 1.5 million 
civil servants, police and soldiers. 

The government has also promised 
to raise the minimum wage and consider 
introducing a long-awaited social-sec- 
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be rotated among various senior officers 
after three years. 

Changes in the navy’s line-up were 
relatively trouble-free, though the 
transfer of chief of staff Adm. Chart 
Ditbanchong to become the second de- 
puty supreme commander came as a 
surprise. Supreme command deputy 
chief of staff Gen. Pat Akkanibutr, 
another Chaovalit classmate, was 
named the third deputy supreme com- 
mander. 

Sweeping promotions of colonels 
and special colonels to the rank of 





atem eret — 


major-general aside, one striking fea- 
ture in the army changes this year is the 
creation of two new army corps within 
the jurisdiction of the Ist and 2nd Army 
regions. Both are respectively responsi- 
ble for security along the eastern border 
with Cambodia and northeastern bor- 
der fronting Laos. 

While there appears to be justifica- 
tion on military grounds, analysts say 
the new formation smacks of political 
expediency since it has created two new 
three-star general slots (for the two 
corps commanders) and six additional 


urity law, in another attempt to placate 
the labour movement. Chatichai’s 
pledge to turn Indochina from a 
battlefield to a trading market was also 
received positively by businessmen. 


“It is clear that these measures are | 


designed to gain political credit,” said a 
olitical scientist. The salary increases 
or civil servants, in particular, are seen 

as an exercise aimed at winning cooper- 

ation and support from a bureaucracy 
which might at first have viewed 

Chatichai's party with suspicion. 

Prior to his appointment as interior 
minister, Chatichai’s brother-in-law 
and party adviser, Pramarn Adireksarn, 
was the target of criticism in under- 
ground leaflets distributed at the minis- 
try. Pramarn has since moved to bolster 
his own position by floating potentially 
popular but controversial plans, such as 
the elevation of the Police Depart- 
ment (now under the ministry's juris- 
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two-star general positions (for the two 
deputies, plus one chief of staff in each 
of the corps). The slots provide open- 
ings in the promotional bottleneck, but 
the two corps will have no forces under 
their direct command during peace- 
time. 

They were first conceived in the af- 
termath of the Thai army’s disappoint- 
ing performance during a Thai-Lao bor- 
der conflict which began in December 
last year and continued into February. 
Under the old structure, each of the 
four regional armies was responsible for 

routine supervision of separate 
units under its jurisdiction but 
was ill-equipped for any 
comprehensive force forma- 
tion. 
In the Laos fighting, a 
 cavalry division was assigned 
 asthe core unit with backing by 
various support elements. But 
the absence of any clear-cut 
chain of command contributed 
to a great deal of confusion. 
Now, in the event of an 
emergency, the two new corps 
commands are to become op- 
erational nerve centres for di- 
recting the war theatre by 
drawing on existing combat 
and combat-support units 
under respective regional ar- 
mies. 

Analysts found significant the ap- 
pointment of Bangkok-based 1st Divi- 
sion commander Maj.-Gen. Sant Sripen 
and 2nd Army Region deputy com- 
mander Maj.-Gen. Somporn Term- 
thongchai as commanders of the Ist 
and 2nd Army corps, respectively. 
Their elevation to the rank of lieuten- 
ant-general reflects the delicate power- 
sharing compromise that has become a 
hallmark of Chaovalit's style. 

Sant and Somporn are both mem- 
bers of Class 5, a cohesive group that 
has grown in recent years to become the 





diction) into an independent bureau. 

Another reason why the coalition 
has not attracted the sort of political 
heat expected, is the low profile 
adopted by Chart Thai secretary-gen- 
eral Banharn Silapa-archa. As com- 
munications minister in the previous 
government, Banharn acquired notorie- 
ty over questionable contracts. He is 
now industry minister. 

But while the popularity drive may 
ensure a longer lifespan for the coali- 
tion, the liberal fiscal measures of today 
could have bad repercussions in the 
longer run. The government can afford 


| to increase expenditure now, because 


an economic boom over the past year 
has produced larger-than-expected tax 
revenue. 

But one analyst cautioned: “If the 
spending spree continues, there will be 
an acute deficit problem over the next 
two to three years, by which time Chart 
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| were considered the seats of firepow 
, has prompted speculation that 


| second year will depend on how 


most influential bloc in the army hierar- 
chy. Until the latest reshuffle, Class 5 
members have controlled seven of the 
country's 15 combat and combat-sup 
port divisions, But six of them, includ» 
ing Sant, have now been moved out of 
the divisional command. 

Their mass departure from what 















group may not be entirely happy w 
the changes. But analysts say they h 
little choice but to accept the chan: 
several of them have held dis 
commands for too long, and it was sime 
ply time to move on and wait for a rise to. 
the next tier. s 

Two other members of this class v 
were already ahead of the « 
level and remain in place are 2nd Ar 
Region commander Lieut-Gen. . 
sarapong Noonpakdi and Lieut-G 
Vimon Wongwanich, commander of. 
Special Forces. DOR 

Emerging as the most prominent. 
group as a result of Class 5's elevation 
are members of Class 8, who now con- | 
trol six of the conventional divisions and _ 
two special-forces divisions. Trailing. 
behind them are Class 9 members, who _ 
assume command of five divisions. 
Class 6 members have failed to establish. 
any influence, while the Class 7 leaders 
are only just beginning to re-emerge fol- 
lowing their purge for involvement in 
the 1981 coup attempt. 

The most prominent Class 9 mem- 
ber, Maj.-Gen. Mongkol Ampornpisit, 
was promoted from the Kanchanabüri-- 
based 9th Division to commander of the | 
all-important Ist Division in Bangkok. - 
An astute political tactician who helped. 
keep the political parties at bay when he — 
served as Prem's close aide and also à 
military strategist who transformed the 
9th Division into the army's first | 
mechanised unit, Mongkol is said tobe - 
on friendly terms with Chaovalit as we 
as with Class 5 members. 
























Thai may no longer be in the coalition 
Already, state-enterprise labour un 
are clamouring for a pay adjustn 


similar to that of civil ser 
ting the government in a b 
terprise workers are norm 
average of 20% more than civ 

Most analysts expect the coalit 
survive the first year without a majo 
crisis. The recent passage of a contro- > 
versial land-reform bill, proposed by thé. 
Democrat Party, reflects the coaliti 
partners’ willingness to comprot 


A 


partisan interests. What happen 





s 


often conflicting interests are pati 
up. Chatichai has promised not to 
solve parliament. If inter-partv conf 
become irreconcilable, though, t 
chances are that he will reshuffle thee 
alition by bringing in new faces from the 
opposition camp. | 
— Paisal Sricharatchanya 
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Bonavia: perceptive commentator. 








OBITUARY 


David Bonavia, 1940-88 


n appropriate epitaph for David 
Bonavia, who died at the tragically 
young age of 48 last week after a long ill- 
ness, might be Ophelia’s comment on 


. Hamlet, “Oh what a noble mind is here 


o'erthrown!" In many ways Bonavia was 
defeated by his own talents, sensitivities 
and intelligence. 

His surname stemmed from an Ita- 
lian grandfather who had emigrated 
from Trieste, but Bonavia owed much to 
his Scottish upbringing and his educa- 
tion at Aberdeen Grammar School. At 
Cambridge he graduated brilliantly in 
Modern Languages and later in Chinese, 
after stints for Reuters in London and 
Africa. 

The REVIEW was lucky to find and 
hire him in 1965 when he was using his 
superb linguistic talents to translate in- 
ternational trade enquiry letters to the 


| Hongkong General Chamber of Com- 





The conciliatory candidate 


Premadasa gets UNP nod to replace veteran Jayewardene 


By Manik de Silva in Colombo 

ri Lanka's ruling United National 

Party (UNP) has selected Prime 
Minister Ranasinghe Premadasa as its 
candidate for the upcoming December 
presidential election, ending intensive 
speculation that 82-year-old President 
Junius Jayewardene might seek a third 
term. The UNP hopes the selection of 
Premadasa, who has instituted à 
number of rural reform programmes, 
will defuse tensions running high fol- 
lowing the shooting of a schoolboy pro- 
tester, the death of a lawyer in police 
custody and violent disruption by the 
radical Janatha Vimukthi Peramuna 
(JVP), which on 12 September or- 
ganised a paralysing nationwide strike. 

The decision of the UNP's 50-mem- 
ber working committee was unanimous, 
with Jayewardene himself proposing 


that Premadasa be the candidate and | 
two other strong contenders for the tic- | 


ket, National Security Minister Lalith 
Athulathmudali and Lands Minister 
Gamini Dissanayake, seconding the re- 
solution. 

Former prime minister Sirima Ban- 
daranaike, leader of the Sri Lanka Free- 
dom Party (SLFP), announced her can- 
didature several months ago and has al- 
ready launched her campaign with a 
swing through the troubled Southern 
province where the JVP, widely blamed 
for the recent spate of political killings 


in the country's majority Sinhalese 


, populated areas, commands strong sup- 


port. The SLFP, which has been ac- 
cused by the ruling party of consorting 
with the JVP in an effort to topple 
the government, claims that Ban- 
daranaike's southern swing has been 
most successful. 

Premadasa, a grassroots 
with a strong urban base in 


olitician 
olombo, 


| has demonstrated executive and organi- 





Premadasa: grassroots politician. 
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merce. While working for the REVIEW, 
he was also stringing for The Times of 
London. When Hongkong's version of 
the Red Guards waved their Little Red 


J. Books in a demonstration outside the 











wrought-iron gates and well-manicured 
lawns of Government House, Bonavia 
wrote that the worlds of Mao Zedong 
and Somerset Maugham had come face 
to face — and that both had retired baf- 
fled. He covered the Cultural Revo- 
lution's spill-over into the streets of 
Hongkong so well that The Times of- 
fered him a staff correspondentship in 
Saigon. Soon after he married an Aus- 
tralian girl whom had met in Hongkong. 
Judy. 

In Vietnam he became one of the few 
Western correspondents to speak Viet- 
namese and covered the situation not so 
much as a war correspondent but as a 
political observer. In 1969, he was posted 


sational ability during the 10 vears that 
he has been prime minister. A fine 
orator and a self-made personality who 
worked his way up into national politics 
via the Colombo Municipal Council, his 
village re-awakening and housing pro- 
grammes have been particularly visible 
during the tenure of the incumbent gov- 
ernment of which he is also minister of 
local government, housing and con- 
struction. 

Premadasa left the country for an of- 
ficial two-week visit to China two days 
after his selection and was then to re- 
ceive a housing award in Britain. In 
statements Premadasa, like his chief 
rival Bandaranaike, expressed absolute 
confidence that he would win. Pre- 
madasa stressed that if he won, the par- 
liament elected in 1977, whose six-year 
term was extended until next year by a 
referendum in 1982, would be dissolved 
to prepare for general elections. There 
would be no further referendums on the 
issue, he said. 


remadasa is clearly according the 

highest priority to defusing the ten- 
sion created by the JVP's campaign of 
violence in the majority Sinhalese dis- 
tricts. The week of his selection began 
with the JVP-led strike which halted 
public transport, kept shops and offices 
closed and disrupted normal life. 

Political analysts were certain that 
Premadasa had at least partly influ- 
enced the government's conciliatory re- 
sponse. Several gestures were made, in- 
cluding the release of all female JVP de- 
tainees as well as the freeing by security 
forces of Shantha Bandara, who is gen- 
erally believed to be a rising JVP star. 

It was widely believed that the strike 
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to Moscow where he was one of the first 
foreigners to be accepted by and to write 
perceptively about the brave intellectual 
dissidents. After putting him and Judy 
under close KGB surveillance for six 
months (a nerve-racking time), the 
Soviet authorities expelled them. 


n the aftermath of this, he wrote his - 


first and best book, Fat Sasha and the 
Urban Guerilla: Protest and Conform- 
ism in the Soviet Union. He dedicated 
this “To Judy, who also experienced it, 


and made it all possible." It was ineptly — 
marketed by his publishers. Too late to | 


boost its sales, author John Le Carré de- 
scribed it as one of the best works on the 
Soviet Union. 

In 1972, The Times posted him to 
China. In May 1976, we succeeded in 


hiring him back to the REVIEW in the af- | 
termath of the death of Zhou Enlai. : 


Later, David and Judy re-based them- 
selves in Hongkong. Still writing for the 
REVIEW and The Times and with further 
support from Judy who was earning her 


own degree in the Chinese language, he | 


was only a curtain-raiser for a much big- 
ger urne planned for Jayewardene's 
82nd birthday on 17 September. But in 
the event, a strong government re- 
sponse on that date saw absolute nor- 
malcy maintained. A few days earlier 
widespread student demonstrations had 
been triggered by the police shooting of 
a schoolboy protester in Baduall, the 
capital of Uva province where the JVP 
commands some support. Anticipating 
further protests, the government kept 
all schools closed on Jayewardene's 
birthday. , | 

"The strategy applied was maximum 
threat, minimum force and it worked," 
a senior minister told the REVIEW. “The 
chief ministers [of provincial councils] 
had earlier been asked to be responsible 
for security, but they were largely inex- 
perienced and were unable to cope with 
the 12 September situation. The cabinet 
discussed what happened and a senior 
minister was put in charge of ensuring 
that all systems were running to meet 
any attempted repetition during the 
president's birthday." 

Premadasa's selection, an obvious 
choice in the view of most ruling party 
supporters and analysts here, has the 
advantage of helping to defuse tensions 
that peaked following the recent death 
in police custody of  Wijedasa 
Liyanarachchi, a lawyer representing 
the families of many JVP activists who 
have disappeared. A large number of 
habeas corpus actions had been filed 
against the police and security forces 
and the lawyer was appearing in many 
of them. 

An autopsy on his body revealed 
more than a 100 injuries and though the 
authorities say that Liyanarachchi had a 
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wrote his perceptive book The Chinese. 
About a year ago he quit the REVIEW and 
spent more time concentrating on writ- 


| ing his still-awaited biography of Deng 


Xiaoping. 

Bonavia could scale the heights of 
laughter, often using his languages to 
bring off elaborate practical jokes (he 
and former Australian ambassador to 


Peking Steve Fitzgerald occasionally 


brought all activities in a Chinese restau- 
rant to astonished silence with their eer- 
ily accurate pastiche of a Peking opera). 
But his ups were more than balanced by 
downs, and a nihilistic melancholia too 
often sat on his shoulders. His progress 


as a journalist from Saigon to Moscow | 
| and on to Peking (where he hoped vainly 


to find a more humane version of com- 
munism than the bureaucratic oppres- 
sion he had reported from Moscow) did 
little to change his view that this world 
was not fit to bring babies into. He once 
described his passions as being for “jour- 
nalism, languages and cats." Neverthe- 
less, he should have died hereafter. 

— D.D. 


hand in ordering many political assassi- 
nations, the circumstances of his death 
have deeply embarrassed both the gov- 
ernment and the police. It has also in- 
furiated the legal profession, with the 
Bar Association resolving that they 
would not appear for any policeman in 
any court or tribunal. 

The fact that Premadasa has begun 
to address problems experienced by the 
people who make up the JVP’s consti- 
tuency could be an important factor in 
defusing tension. Press commentary in 
Sri Lanka has already noted that Pre- 
madasa has been a strong advocate for 
socio-economic reforms as the only re- 
medy for rural discontent, with some 
predicting that he will make a pitch for 
the rural and urban middle-class vote in 
a big way. He is spearheading a poverty 
alleviation programme and hopes to 
create more than 100,000 new jobs by 


the end of this year. 


The UNP has summoned a special 
party convention for 9 October when 
the prime minister plans to unveil his 
basic policies. Premadasa appears to 
teel that Bandaranaike has launched 
her campaign too early and that too 
much SLFP fire has been directed at 
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Jayewardene in the belief that he would | 


seek a third term. 


Both the prime minister and the | 
UNP know very well that the fight is | 


going to be hard and close. The old Left 
parties, the Trotskyists and the com- 
munists, grouped together with radical 


breakaways of the SLFP into a United | 


Socialist Alliance, have yet to decide on | | 


a candidate. The JVP has advocated a | 


common opposition candidate, but 


whether it will agree to back Ban- | 


daranaike is not yet clear. 


L1 
i 

i 

H 

H 


alan err eee iem EE AAA Aa e reU a ee Ar d Pe rura anm 4 E PT E 








and ensure your copy eac t 








Pree 


€ —À 










China | USR2450 ROEM o Els 
india | UBEBOOO. E 





OE OE REN 


indonesia | USSIS.00 | USSA350 | UBSS580 
Beischel zoe I Eoi eats 






























RestofAsa | US$2450 | USSe8.00 | USSU 
NonhAmarnca | US$3000 | USSSes0 UsSga o0 

| AGI. 8G APERADO — | aguin 
Austalasis — 7845.60 j Nzéaos0 | NENION 
Aapee e Nim arr a Meran eomm P AM TEN: orae t Pre Vno Mlle Fre Ft n n nen m mana VW n e Intent i A ur Ao od vt pda NE etd Ls 
Europae: Aien | paso 


& Middle East | £2050 + 38.0 
seiner heron 

Centra & è 1 EAS 

South America | 5658.50 L SASS Te 00 i LESS AS OU 


HN HN n ih esta ne ANN pte ménage n! s A p MATH s rA Pede MP mnes 


E56 00 


DARAANAN Peer HP atone 


SURFACE MAIL RATES 
Country | — | Dome l 
|  UBS$23 U8$75.00 





Elsewhere | 


KETTE EEEN E T 





Make the Asia Yearbook part of your Pieview 
subscription. Simply tick the relevant space in 
the coupon below and automatically receivethe 1 
Yearbook. it gives you Asia minus the mystelye is 
Minus the myth. A country-by-country survey ofc ]- 
Asia. Everything from Finances & Currenciesto ^1 
Politics. and Social Affairs. The only single o 
medium of its kind. 


Rate: Soft cover US$27.50 or HK$S215 (or 1- 
the equivalent in local currency) Add the cs 
Yearbook cost to your subscription cate shown 
above, and send the total, with ihe completed 
coupon. 








| Please enter my subscription for 

i [i 3 months O 6monhs ©) 1 year | 

O Please include the Yearbook at extra 

| U8$27.50/HK$215. For airmail delivery. | 

l please add: USS7/HK385 : | 

| Payment of E e —Ó—— th BACHE : ^ : 
(Please print in block ietters} | 

| | Name. o e eo cnra fae naar cet Jo 





do 


Ll] Jetspeeded L] Surface mait 


Cheque payable to Review Publishing Company Lid 
enciosed 





i Sekh Manager E 
GPO Box 180, Hongkong WONCOS?9 4 
39... 


TAIWAN 


Generals under fire 


Power of military chiefs is questioned for first time 


By Tai Ming Cheung in Taipei 
aiwan's generals are being sniped at 
by critics who are concerned at the 

widespread military influence in na- 

tional affairs. These complaints are still 
restrained and come, not unexpectedly, 
from two sectors of the community that 
felt the full force of repression during 
the martial-law years — opposition 

liticians and journalists. Neverthe- 
fess, these murmurings of discontent are 
unprecedented, as only two years ago 
public criticism of the 
armed forces was regarded 
as seditious. 

The change is due to 
Taiwan’s gradual transition 
from a martial-law style of 
government to a more toler- 
ant civilian order. Growing 
contacts with China have re- 
duced the sense of military 
threat from Peking and led 
to the questioning of the mi- 
litary’s place in Taiwan's 
modernising society. 

The main criticisms are 
directed at the military’s 
conservatism and foot-drag- 
ging over political and other 
reforms. Military chiefs are 
identified with the old guard 
of leaders, who wanted to 
preserve the martial-law 
Status quo, maintained for 


The balance tilts 






Taiwan fighter aircraft: defence budget under attack. 


so long by the late presidents, Chiang 
Kai-shek and his son Chiang Ching- 
kuo. Military leaders were against the 
opening of trade and tourist contacts 
with China, which they said could un- 
dermine national security by creating 
economic dependence or by the export 
of products with military applica- 
tions. 

The military brass, 


also, has been 


criticised for harassing soldiers showing 
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Peking's military build-up threatens Taiwan's advantages 


Ee and tourist relations may be 
improving steadily across the 
Taiwan Straits, but. Taiwan's military 
leaders are warning against a mood of 
complacency, especially given improve- 
ments in the  mainland's military 
capabilities. 

The military balance has remained 
unchanged in recent years. In the near- 
term, Taipei's defences remain strong 
enough to protect it against anything 
short of a prolonged, full-scale invasion 
or a naval blockade that would defeat it 
economically. But various trends point 
to a gradual shift in China's favour over 
the longer term. These include: 

» The narrowing technology gap. 
Both states rely heavily on their own in- 
dustrial resources for meeting their de- 
fence needs — China by choice and 
Taiwan because of the 1982 Shanghai I 
Communique, which imposed US ceil- 
ings on arms sales to Taipei. China's 
superior military-industrial complex, 


40 


though, is likely to outproduce Taiwan's 
fledgling defence industry. This is espe- 
cially true in fighter-aircraft develop- 
ment, where Peking has an added ad- 
vantage of access to US and Western 
technology. 

» China's development of rapid-de- 
ployment paratroop and marine forces, 
which are specifically geared to limited 
external operations, such as might be 
mounted against Taiwan. A recent war 
exercise by Chinese marines practising 
beach-head landings on Hainan Island 
was broadcast on Taiwan's TV and in- 
terpreted as a mock invasion against 
Taiwan. Taiwanese military officials sav 
Chinese deployment of marine forces in 
the region has increased five-fold in re- 
cent years to 5,000 troops. 

» China's development of missiles. 
Chinese missiles can reach all parts of 
Taiwan, giving the option of striking at 
military and other important installations. 
» Expansion and improvement of 
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sympathies to opposition political par- 
ties. Last December, Lieut-Col Liu 
Shui-keng was discharged and kept 
under house arrest for four months for 
attending an opposition Democratic 
Progressive Party (DPP) rally. In con- 
trast, soldiers were encouraged, if not 
coerced, to join the ruling Kuomintang 
(KMT). In April, however, the govern- 
ment K pabis y its restrictions and al- 
lowed soldiers to join any political 
party. 

Other points of complaint against 


the military include the flouting of civi- 
lian authority and the law. In 1985, 
senior military-intelligence officials 


were jailed for their involvement in the 
murder of a prominent dissident, Henry 
Liu. More recently, military officials 
were accused of burning the prison 
memoirs of KMT dissident 
Lei Chen, which were criti- 


cal of Chiang Kai-shek 
(REVIEW, 27 Sept. ). 
The  militarys large 


share of the national budget 
has also come under attack. 
DPP legislators said the 
government’s 1989 fiscal 
budget, which applied from 
July, allocated NT$268 bil- 
lion (US$10 billion). or 
46.95% of the total, for de- 
fence — though govern- 
ment figures show only a 
33.6% allocation, down 
from the 34.2% for 1988. 
The DPP claimed that much 
of the NT$101.5 billion 
in social-welfare spend- 
ing also went to the milit- 
ary. The DPP has called for 
a cut in defence allocations 






naval forces. Peking is now better able 
to mount a naval blockade or protect 
naval-invasion operations. 

These developments will erode 
Taiwan's two main strategic advan- 
tages: superiority in weapons and its iso- 
lation as an island nation, which would 
limit the size of forces Peking could send 


| at any one time. 








aiwan's Gen. Hau Pei-tsun, chief of 
the general staff, estimates that in the 
event of major hostilities, Peking could 
probably deploy an invasion force of 35 
divisions. But only 15 divisions could be 
sent in at any one time, supported by a 


| maximum of 300 fighter aircraft. Fully 


mobilised, Taiwan has some 30 divi- 
sions and more than 550 combat air- 
craft. "We would be able to deal with 
successive invasions. This is our military 
trump card," said Hau. 

Taiwan is modernising its forces to 
maintain this superiority. A new indi- 
genous fighter aircraft is expected to be 
rolled out by the end of this vear. It is 
thought to be similar to the General 
Dynamics F16, an aircraft that Taiwan 
previously sought from the US, but was 
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by demobilising 15,000 service per- 
sonnel — as against the 10,000 planned 
for this year — reducing the length of 
military service and abolishing military- 
training courses for students. 

Some of the top generals — primar- 
ily Gen. Hau Pei-tsun, chief of the gen- 
eral staff, and Gen. Chen Shou-shan, 
the Taiwan garrison commander — 
have been criticised for their lengthy 
tenures in office and for promoting 
favoured subordinates to important 
posts. Hau has served an unpre- 
cedented seven-and-a-half years as 
chief of staff, though the normal tenure 
is three years. Observers see Hau's con- 
tinued grip on power as an indication of 
his efforts to personalise his rule of the 
armed forces as well as his use of it as a 

power base for larger political ambi- 
tions. 

Certainly, with the death of Chiang 
Ching-kuo in January, and his replace- 
ment by Lee Teng-hui, Hau has 
strengthened his control of military af- 
fairs. Unlike the Chiangs, who had ex- 
tensive military backgrounds, Lee has 
no military experience. This has meant 
he is strongly reliant on Hau's advice. 
"Compared with Chiang, who had 30 
years experience in military affairs, Lee 
is still very new. I, therefore, have to 

make more detailed reports to assist 
4| him," said Hau in his first-known inter- 
| view with a Taiwanese magazine in 
| April. 

However, in an attempt to dispel 
fears of a military coup, especially if cur- 
rent reforms cause increased instability, 
Hau said the army's allegiance should 
be given to "whoever is elected presi- 
dent constitutionally. This is the basic 

. concept of a professional soldier." 


























denied following the Shanghai II com- 
munique. General Dynamics, however, 
is reported to have provided technical 
and design assistance to Taiwan to pro- 
duce its own aircraft. Fighter-aircraft 
development is one of the crucial as- 
ects of the Taiwan Straits' military ba- 
ance, given the need for air superiority 
in any conflict. In addition, new war- 
ships and tanks are being developed. 
| o limit the missile threat, the armed 
. forces are putting more important mili- 
tary facilines underground. The /nde- 
pendence Evening Post in mid-Sep- 
tember reported that a multi-billion dol- 
lar project, code-named ‘Chia Shan,’ lo- 
cated in the central mountain range in 
eastern Taiwan, was under way. It in- 
cludes underground shelters for fighter 
aircraft and submarine facilities. 
However, neither country considers 
a military conflict likely in the foresee- 
able future. This situation could 
change, though, if Peking considers 
hopes for peaceful reunification are 
threatened as a result of a strengthening 
in pro-independence sentiments in 
Taiwan, or if Taiwan develops nuclear 
weapons. — Tai Ming Cheung 
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Two protest organisers fail to attend a sentencing hearing 


By Jonathan Moore in Taipei 


| n an attempt to draw attention to what 
they claim is manipulation of the 
courts by the ruling Kuomintang 
(KMT), two members of the opposition 
Democratic Progressive Party (DPP), 
on trial for organising a demonstration 
that turned violent, refused to appear at 
a sentencing hearing on 14 September. 
Their lawyers said the two were abroad. 

The opposition politicians argue that 
they are outsiders in a judicial system in 


which a be LN a the prosecutors and 


justices are KMT members. Judges take 
the same 18-month training course — 
which is administered by the Executive 
Yuan's Justice Ministry — as pro- 
secutors before joining the Judicial 
Yuan, Taiwan's judicial branch of gov- 
ernment. The alleged lack of judicial in- 
dependence has also come under attack 
by the Washington-based human-rights 
group Asia Watch, in a May 1988 report 
on Taiwan. 

The case being used as a protest in- 
volves Hong Chi-chang, a member of 
Taiwan's national assembly (the body 
which chooses the president) and Frank 
Hsieh, a Taipei city councillor. They 
had organised the demonstration on 12 
June last year against the country's Na- 
tional Security Law (NSL), which was 
about to replace martial law. The 
demonstration itself was legal but the 
trial sought to place culpability for the 
violence which left four police officers 
and one civilian injured. 

Opponents of the KMT government 
fear that guilty verdicts on demonstra- 
tion organisers and harsh sentences, ex- 
pected to be handed down at the sen- 
tencing hearing, could have a chilling ef- 
fect on would-be organisers of demon- 
strations of all types, including those of 
environmental and farmers' groups. 

While the prosecution denies that 
the charges laid against the organisers 
are motivated by partisan concerns, the 
issues surrounding the trials are politi- 
cally loaded. The defendants and their 
lawyers argue that under a court system 
heavily influenced by the KMT, and 
whose structure has changed little since 
the lifting of martial law, there is little 
hope of a fair trial for the defendants. 

The defendants say they are being 
targeted because they are frequent or- 
ganisers of political demonstrations, 
they hold pro-Taiwan independence 
viewpoints — which are seditious under 
the NSL — and they are popular opposi- 
tion politicians who had been planning 
to run for public office in up-coming 
elections. "I refuse to answer their 
questions because it is not a legal case, it 
is a political case," Hong has said, add- 
ing: "The ruling party is using the legal 
process for a political purpose." 


| Defence lawyers warned that one 

| unexpected effect of the two trials might 

| be an increased willingness of some op- 

| position party members to resort to vio- 

| lent protest if they believe that, under 

| the present system. organisers of peace: 
ful demonstrations can be prosecuted - 

| anyway. | 

| Hong and Hsieh have fought the. 

| court with such tactics as boveotting. 

| hearings, petitioning the court 

| change of judge and suing a judge. 

| leged dereliction of duty. The twc 

| currently on speaking tours in the 1 

| and Europe. Their absence has forc 
the postponement of their sentenci 
and that of three others until after their 

| return, which their lawyers said should — 
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be sometime in October. cuneus 
A third DPP member, Chiang Kai 
shih, is. a co-defendant — though the 
charges against him are not directly re- 
lated to the 12 June incident. Chiang 
was present at the 14 September hearing — 
at Taipei District Court but was re- 
manded in custody after refusing to post 
NT$200,000 (US$6,920) bail. Also pre- 
sent were two members of the rightwing 
Anti-Communist Patriotic Front, also 
accused of participating in the clash. 


P an earlier move the defendants al- 
lege was a sign of party manipulation 
of the courts, their trial judge ordered — 
the arrest of Hong and Hsieh on 29 Aue 
gust to get them to appear at a hearing 
scheduled for the next day. Some 200 
| police officers, including special riot — 
control police, were sent to arrest — 





Hong. a bookish psychiatrist who advo 








cates non-violent civil disobedience. He 
was released on bail later that after. 







| 

| 

i 

| 

| noon. | f 
| That Hong and Hsieh were then al: 
lowed to leave the country, and tl 
neither have had their bail forfeited for. 
their non-appearance on 14 September, 
| suggests that their prominence i 

| Taiwan and with foreign human-r 

| groups is now making the authorities. — 
| cautious in these two particular cases 

| In a related case, Taipei District 
| Court sentenced on 16 September DPP 
| 
| 
| 
| 
| 
| 
| 
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members Lin Kuo-hua and Hsiao Yu- 
chen, organisers of a farmers' protest on 
20 May, to three-year prison terms. The © 
protest turned into a major riot. - 
Another defendant, Chiu Huang ` 
sheng, received a one-year term for de- 
livering to protesters a truck-load of 
rocks, paid for by the organisers. Chiu 

claimed during the trial that his confes- 
sion to the charges against him had | 
coerced by police. In all, 79 defenda j 
in the 20 May case were sentenced to | 
terms ranging from five months to three | 
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BURMA PROFILE 


An army of monks 


The Buddhist clergy’s role in the August uprising has precedents 


| This is the fourth in a series of REVIEW | 


By Bertil Lintner in Bangkok 


| In contrast with the 
popular image of Bud- 
dhist monks as men 
aloof from worldly af- 
fairs whodevote them- 
selves almost entirely 
to peaceful medita- 
tion in monasteries, 
Burma's monks have 


come to plav a deci- 
PROGUILE sive role in the coun- 


try's recent anti-government rebellion. 
Large numbers of monks were first 
seen in street demonstrations on 8 Au- 


D 
a 
[A 
EA 
A Aih, 








p 








| 








gust, shouting anti-government slogans | 
and waving clenched fists. Earlier, dur- | 


ing à wave of popular unrest in June, 
monks were alreadv offering protection 
to dissident student leaders, and monas- 
teries in Rangoon and Mandalay were 
being transformed into centres of resist- 
ance, where August's huge demonstra- 
tions were organised. 

When the Burma Socialist Program- 
me Party (BSPP) administration began 
to collapse as the 8 August demonstra- 
tions escalated into a nationwide upris- 
ing. monks, students and community el- 
ders began to take on such important 
day-to-day tasks as maintaining law and 
order. About 85% of Burma's 40 mil- 
lion people are Buddhists, and the 
country's estimated 100,000 monks are 
a powerful influence on society. 

Burma's politicised, militant form of 
Buddhism — rare among Theravada 
Buddhists — dates back to the 1920s 
when monks joined in a nationalist 
struggle against British colonialism. In 
1921 U Ottama, a monk just returned to 
Burma after studying in India, trans- 
formed in a Gandhian way the political 
questions of nationalism and indepen- 
dence into religious issues. A fiery 
speaker and agitator whose message ap- 
pealed to a wide spectrum of Burmese 
society, U Ottama attracted a large fol- 
lowing of voung monks who, in turn, or- 
ganised nationalist demonstrations and 
political meetings. 

U Ottama's activities led to the 
emergence of a militant, anti-colonial 
movement which later propagated a 
combination of socialism, nationalism 
and Buddhism. This mix of political and 
religious beliefs has been adhered to in 
varying degrees by most politicians of 
independent Burma. 

Ba Swe, leader of the Burma 
Socialist Party in the early 1950s, wrote 
in a pamphlet The Burmese Revolution 
that "Marxist theory is not antagonistic 
to Buddhist philosophy. The two are, 
frankly speaking, not merely similar. In 
fact, they are the same in concept." In 
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briefings on Burma designed to give 
readers the background to current de- 
velopments. 


another pamphlet, Ba Yin. a former ed- 
ucation minister, took this theme a step 
further: "Marx must directly or indirect- 
ly have been influenced by Buddha.” 
The Dobama Asiayone, Burma's 
main nationalist party in the 1930s, as- 
serted that socialism would free people 
from poverty, thus enabling them to 
build monasteries and do charitable 
work. In the party's struggle to free 
Burma from British rule to 
make wav for socialism. 


monks participated in 
violent demonstrations 
against the British. 


Whenever a monk was kill- 
ed, it triggered outrage 
among intellectuals, farm- 
ers and workers alike — 
adding fuel to the fires of 
Burmese nationalism. 
After independence in 
early 1948, the Buddhist 
clergy maintained its pow- 
erful position but took on a 
lower political profile. 
Then prime minister U Nu 
was a devout Buddhist, 
playing host to the Sixth 
Buddhist Svnod in 1954. 
Ne Win's military gov- 
ernment, which seized 
power in 1962, recognised the political 
potential of the Buddhist clergy and so 
professed adherence to Buddhist princi- 
ples. The clergy was not convinced of his 
sincerity. In 1974, when the government 
was about to bury deceased UN secret- 
ary-general U Thant in an obscure ceme- 
tery in Rangoon, thousands of monks 
and students seized on the occasion to 
launch huge demonstrations against Ne 
Win's BSPP regime. The military crushed 
the movement, killing scores of people. 


T: recent popular uprising in Ran- 
goon quickly spread throughout the 
country, in part because an estimated 
30-40 monks were among the thousands 
of people shot by the army’s 22nd Light 
Infantry Division in an attempt to put 
down the rebellion. The brutality of the 
military during 8-12 August surpassed 
anything the military regime had un- 
leashed against opposition earlier. The 
result was that nearly every sector of 
Burmese society rallied behind opposi- 
tion demands that the BSPP regime re- 


sign and a democratic government take 
its place. 

The major difference between 
today’s militant Buddhist movement 
and that of the colonial period is that so- 
cialism has lost all credibility in Burma 
after 26 vears of incompetent and cor- 
rupt BSPP rule. The movement now is 
as fiercely anti-government as before, 
but the suggested remedy today is West- 
ern-style democracy. 

The Buddhist clergy's shift in politi- 
cal orientation from socialism to West- 
ern democratic ideals is reflected in the 
experience of the Yahanpyo monks. 
For decades the group fostered a mili- 
tant, lefist-orientated movement, draw- 
ing its strongest support from monas- 
teries located in Mandalay. The group 
was organised along military lines, with 
member monks often acting as an unof- 
ficial police force at fairs in Mandalay 
and other central Burmese towns. By 
the late 1950s, these monks kept rifles 
and other weapons in their monasteries. 

Friction arose between the Yahan- 


Buddhist monks demonstrating: in the forefront. 





pyo monks and the BSPP military au- 
thorities almost immediately after the 
1962 coup. But it was not until Sein 
Lwin — who recently was blamed for 
the August killings of students and 
monks and was forced out as Ne Win's 
successor in favour of Maung Maung — 
became chief of Mandalay Division in 
the late 1960s that a serious conflict be- 
tween the two groups developed. As 

art of a general purge of local officials 
he charged with corruption, Sein Lwin 
mounted a relentless campaign against 
the Yahanpyo monks, whom he per- 
ceived as a political threat. 

By 1980, the BSPP government 
thought the order had been brought under 
control. But when the recent unrest 
began in earnest in June, the Yahanpyo 
monks resurfaced. They quickly became 
the vanguard of the anti-government 
democratic movement in Mandalay. 

In Rangoon, meanwhile, the Ngwe 
Kyar Yan monastery was being trans- 
formed into a virtual fortress, which not 
even the army dared enter. Oo 
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Its everywhere you want to be 








€ ASI was saying before I was so gra- 
ciously interrupted by a longer string of 
Guest Travellers than was originally in- 
| tended (and thanks to those who held 
|. the fort), the French have left their mark 
| on Indochina, and vice versa (28 July). 


| Such legacies are discussed, among. 
j many other things, in this week’ s special | 


| supplement on France in Asia written 
|. by Our Man in Paris, Michael Field. 


The South of France (where the - 


b Davies family has been gathering annu- 


a ally, determined to extract every last | 


| franc of value from a Provencale mas — 


| or homestead — we have purchased) - 


b seems to have absorbed the Vietnam- 
j ese, Cambodians and Lao relatively 
|. painlessly. I spotted many family groups 


— papa benignly wielding a frequently - 


|. used camera, mama in modish clothes, 
| their coal-haired kids playing less-in- 
. hibitedly than is usual in Asia — enjoy- 
ing holiday excursions, and took them 
| to be Chinese until I heard them chat- 
. tering away in French, and realised they 
hailed from Vietnam. I wish I could in- 
troduce such families to some of the 
. Xenophobic, so-called community lead- 
ers who have succeeded in whipping up 
a depressingly virulent, racist campaign 
in Hongkong against the pathetic in- 
habitants of the refugee camps. 
€ THE French equivalent of Hong- 
| kong’s chauvinist bigots, Jean-Marie Le 
- Pen, was soundly rebuffed in the recent 
French elections, but the southeast of 
. France remains his major stronghold 
(grafitti exalting his name disfigure the 
. walls of many structures, including 
Roman remains). But Le Pen seems to 
have had little success in whipping up 
anti-Asian feeling; he mainly seems to 
have exploited resentments against 
those who remind the French of their ill- 
starred experiences in North Africa. 
€ RELATIONS between France and 
those Asian countries which do not re- 
quire their school children to learn 
French occasionally come up against the 
language barrier. Singapore has had 
the advantage of having francophone 
former chief minister David Marshall as 
its ambassador in Paris for many years 


(years also of political exile for him). A - 


. cruel little story (I am sure it’s fictitious) 


| is going round in Singapore about a less. 


. linguistically gifted leader, 
. Minister Wong Kan Seng. 
. According to the story, Wong at- 
_ tended a state banquet in Paris where he 
. was seated opposite a French dignitary 
. who had neither Chinese nor English. 
.. To break the silence, as dinner began, 
- the Frenchman lifted his glass to Wong 
and said, “Bon appetit" — to which 
the Singaporean replied, "Wong Kan 
Seng!" The same exchange took place 
during the main course. At this point an 
embarrassed aide caught Wong s atten- 
tion, and explained in whispers that 
“Bon appetit!” was French for, “Enjoy 
| your meal!” 


Foreign 
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Chastened, before the dessert, the 
Singaporean Taised his glass to his 
French opposite number and said, "Bon 
appetit" To which the Frenchman re- | 
sponded, “Wong Kan Seng!” 

Although probably Po vehat the 


Story fits Wong Kan Seng nicely, possi- 
| bly because his given names are so close 
| to “Yam Sing, which is how Singapo- | 


acquired another nickname as a result 


of Singapore's official efforts to trans- 
form the island republic into a swinging 
disco-city, with ministers required to | 


sing along for their suppers. Wong is 


now known as "Can't Sing." 
€ READING the French press dur- 

ing our stay (we remained joyously | 
without a television set), provided no 
better insights into what was happening 
in Asia than would any of the other | 
Western media. While we were away all 
featured a more-than-usual ration of 
Asian datelines because of a more-than- 
usual number of death or disaster 
stories: earthquakes in Nepal, the death 
of Zia-ul Haq, the CAAC crash in 
Hongkong, floods in Bangladesh, the 
fall of Ne Win in Burma. Well, not all | 
were disaster stories. The French news- | 
apers, however, did not descend to the | 
evel of one American Mid-West news- | 
paper, the Wisconsin State Journal, | 
which hailed the drama in Rangoon | 
with an appalling piece of doggerel in an | 
editorial beginning: | 
It may be premature, but we've | 
| 
| 
| 
| 
| 
| 
| 
| 


| 
| 
f 
| 
reans say, “Cheers!” In fact, Wong has | 
| 











begun to rejoice because: 
The people heard 
democracy's call 
and now we see 
a dictator fall 
Burma's saved! 
€ LAST yearin France, asrecorded in 
this column, we lost our passports and 
found them again thanks to the good of- 
fices of Michael Field and the Service 
Objets Trouvés (Lost and Found) in 
Paris. This year I had my pocket picked. 
It happened this way. Background | 
music to our days in the sun was pro- | 
vided by the excellent continuous pro- | 
gramme of classical music put out by | 
Radio Monaco, until the younger gen- | 
| 
| 


eration outnumbered the wrinklies and 


the calm was shattered by the stridency | 


Of rock ‘n’ roll. 


This led to the predictable mutter- 
ings on my part about neolithic | 
rhythms, repetitious and unfathomable | 
lyrics and terrible tunelessness, and d 
about damage to the ears and brain only | 


| partly compensated for by the fact that | 


the decible level was confining all com- | 
munication to grunts anyway. That led | 
to the equally predictable response that | 
I suffered from reactionary rigidity and | 
an out-dated lack of with-it-ness. Partly | 
to prove — quite falsely — that my mind | 
remained open, I agreed to go along to | 
an open-air concert in Nice football | 

stadium given by Michael Jackson. | 



















e THE crowd was horrendous: th : 
noise stupendous. The stage seemed: 
have been built out of batteries of gia 
loudspeakers, before which the fa 
writhed and ululated, mewed ar 
cooed, frenzied idolators of the squeak- | 
ing, posturing, leather-and-chain-clad || 
fetish upon the altar-stage. He howled | 
and falsettoed, whirled and moon: 
walked, his silicon-rebuilt face curio 
reminiscent of Elizabeth Taylor and: 
own pet chimpanzee. i 

All was ritual, from the stylised 
choruses of the devotees, to the over “Te 
hearsed responses of the godhe: 
"You're beautiful," he told h 
gregation as he has told every 
on his tour. "Can I come down th 
with you?" And the long silence which 
apparently overcame the singer as 
lamented a lost love lasted precisel 
long as the silence which had app 
overcome him in the same song dut 
every previous concert. On the few oc- 
casions his accompanying accolytes 
were granted solo exposure, they | 
played excellent jazz, but most of the 
time the shattering sound made it im- | 

ossible to hear who was playmg what, 
including the guitar wielded by the: 
punk-haired Chief Priestess. 

At least we gained some meeting of 
minds, one of my sons agreeing gruffly — 
that Jackson was nothing of asong-writ- - 
er, wasn’t much of a singer, but was : : 
talented dancer and great showman — a 
sort of late-1980s version of Fred AS : 
taire. But I paid for the gain: my wallet. 
was one of more than 100 lifted that - 
evening by an evidently expert team of - 
pickpockets taking full advantage of the 
scrum. No help from Objets Trouves — 
this time, and I'm still going through the — 
ghastly process of re-establishing my | 
existence by getting replaced ail the lost - 
identity cards and licences it contamed. 
As if that were not bad enough, as we | 
left the stadium a banner was being put. 
up announcing a forthcoming concert . 
by Prince — and my son believes that ^ 
he's a real musical genius. 

@ IN Canada they can get things right 
in French but not always in English. f 
this notice in the Bonaventure Hiltor 
Hotel in Montreal, photographed l 
Barry Nachshen, proves. The Fren 
indicates the emergency exit and the 
way to the toilets: the a to the exit b 
and uia oniyf to > be used in exiremis: < 
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THE Fine Art OF FLYING 
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«Je suis la Beauté - Paris». When we asked the Czechoslovakian artist, Kolar, to 
interpret The Fine Art of Flying he responded with his famous, multi-image rollage 


technique. "Paris", he reflected, "isa love affair with a fascinating woman - she 
will open many worlds to you and yet always draw you back". Air France leaves 
Paris for the world more than 150 times every day. And every flight is a love affair. 








Connections make the world go round. 
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There's no cognac more rare and precious 
than Camus Extra. In recognition of its exceptional 
quality, smooth and mellow taste, and fine bouquet, 
Camus Extra was voted the best cognac in the world at 
the 1987 International Wine and Spirit Competition. 


The best eoenar in the world. 
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Deficits, difficulties and 
determination 














ir France, the French national air = hee a — —] own high imp 

line, shows the tricolour all over | ~ and Taiwan booste: 

Asia. Its private competitor UTA | This supplement was written by by nearly 45 
does the same for Australasia and the Michael Field in Paris countries alo! 
Pacific. Japanese women wear Paris lion. Reporting 
high fashion clothes and carry Louis | | Asian trade balan 
Vuitton bags. Famous old firms like r. l ' ET Trade Centre (CFCI 
Michelin (tyres) and L'Air Liquide (gases) maintain France's repu- exports to Hongkong (US$783 million) wh 
tation as an industrial innovator. Part of the new Singapore metro | higherreal trade balance with China and Sir i 
was built by French firms. Half Macau's water supply and part of US $583 million 
its electricity belong to the Compaanie Lyonnaise des Eaux. Total Elsewhere, as imports grew, exports stagnate 
(the French oil company) has pioneered exploration in China and with a glimmer of light from India which increase 
Indonesia. In Japan, at least one of every four helicopters is | This year, through the general trade balance 
French. In Indonesia you arrive at a French-built airport, some- prospect looks brighter. Despite pockets of pess 
times in a European Airbus largely made in France. The notorious alive, backed by determination and a persist 
Exocet missiles lurk in most of the area's armouries. Many Asians ers and their customers in a particular kind ' 
keep their money in a French bank or its local subsidiary. The Ja- A country-by-country spot check of rec 
panese like Danone yogurt, and ideograms in Canton tell citizens achievements, though inevital IC 
that this French food will give them strength. French bread is trade with and investment in the Asia-Pacifi 
baked and sold in Peking. lying perhaps too much on the bia deal wher 

Yet this presence can sometimes take on a mirage-like quality ular trade is needed. French businessm: 
In a region so often billed as the coming centre of gravity of the are their own sharpest critics. Theu k 
world's economy, France is finding it hard to increase its sales or up for lost time; that with English the lingua f 
even to hang on to its small market share. profit the target, there is no room for cultural 
Last year France ran a deficit of about US$1 billion in trade are many different Asias, each requiring a diffi 

with Asian countries (not including Japan) chiefly because of its | The CNPF (employers' confederati 
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committee, the Organisation for Cooperation and Investment in 
Industry, Trade and Services between France and countries in the 
Asia-Pacific region. The Paris Chamber of Commerce and Indus- 
try and other bodies give exporters specialist advice. Countless 
seminars are held on Asian trade. SOFINASIA, a fund to sponsor 
industrial projects in Asia, was created last year. L'Institut du 
Pacifique, financed by French companies, maintains a wide 
watching brief over all aspects: political, economic, financial, 
commercial and scientific. 


The overall picture 


Australia: Thanks to the sale of Airbus aircraft (the French 
dominate this European consortium), the Franco-Italian ATR2 
commuter aircraft and industrial equipment, France is Australia's 
eighth foreign supplier. In Australia and New Zealand, Avions 
Marcel Dassault has in recent years sold 17 of its small executive 
jet aircraft, and is well placed to tender for the renewal of the 
Royal Australian Air Force VIP fleet. Aerospatiale has a joint ven- 
ture for marketing and servicing its helicopters in Australia. 
Among other successful firms are Yoplait (milk products), Cristal- 
leries d'Arques (crystal glassware) and Sagem which has cornered 
the telex market. Submarcom, a subsidiaries of the CGE, last year 


won the US$66 million contract to lay the Tasman-2 optical fibre 
cable between Australia 


and New Zealand. This 
was achieved by propos- 
ing total local manufacture 
with the creation of the 
Tasman Cable Co., now 
building two electronic 
equipment factories, one 
at Liverpool (Australia) and 
the other at Upper Hutt 
(New Zealand). The cable 
works, the biggest unit, 
will be at Botany Bay 
where La Perouse, the 
French navigator made 
landfall in the 18th cen- 
tury, 

China: China this year 
became the top bene- 
ficiary of French bila- 
teral aid, after the signing 
on 3 March of a new finan- 
cial protocol opening 
US$215 million in long- 
term, low interest credits. 
France is also rationalising 
its scientific cooperation. 

Contrary to widely held opinion, French trade with China is 
not doing badly: big contracts in 1986 reached US$1.6 billion. 
Framatome's Daya Bay nuclear power station contract worth 
US$1.2 billion, in which Britain's GEC will supply the turbines 
and France's Campenon Bernard the civil engineering, was the 
biggest deal. 

An outstanding performer in China (where it has 12% of the 
power generating market) is Alsthom, a member of the privatised 
CGE group, leading French supplier of land-based and marine 
equipment. Alsthom is active in four principal markets: power 
generation, transmission and distribution; railway equipment; 
shipbuilding; industrial equipment and new materials. Following 
a similar order in 1986, a contract was signed for the Luo Huang 
power station in Sichuan province. The US$250 million order 
covers two 360-mW units which will be the first in China to burn 
high sulphur coal. Charbonnages de France, the French National 
Coal Board, will supply the coal and ash-handling equipment. 
Grands Moulins de Paris has an industrial bakery in Beijing, in a 
50/50 joint venture with the municipality (30%) and Citic (20%), 
producing 30,000 loaves a day, sold through 63 outlets. 

Alsthom is the world's largest manufacturer and leading ex- 
porter of railway equipment. It builds the TGV, France's high- 
speed train. In April, agreement was reached with the Chinese 
Railway Ministry, ironing out difficulties which had arisen over the 
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delivery of 300 electric locomotives ordered some years ago. In 
March Alsthom was awarded a US$9.3 million follow-up contract 
for 100 transformers for sub-stations to supply power to the Zen 
ghou-Wuhan railway line, to be jointly manufactured by Alsthom 
at Le Havre and the Xian plant in China 

In another sector, Sommer Allibert last January laid the foun- 
dation of its vinyl flooring plant at Anshan, a joint venture with the 
Liaoning provincial government. 

Hongkong: After a dispute over protectionism, things are now 
better in Hongkong. where France has some 200 business estab- 
lishments, with the cognac distillers, perfumers, fashion and tex- 
tile houses in the lead. Construction and public works also play a 
big role, with Dragages at Travaux Publics, subsidiary of 
Bouygues, to the fore. 

India: JS Telecommunications, the recently formed subsidiary 
of Jeumont Schnedier and Robert Bosch of West Germany, has 
built factories and concluded licensing agreements for its PABX 
telephone systems with four firms in India, two private and two 
state-owned, For most exporters, India is a country of technical 
cooperation and transfer of technology. Aerospace has been an 
important field for France: India ordered Ouragans and Mysteres 
for its air force shortly after independence. Today, despite the 
strong Soviet role in defence equipment, India has maintained its 
ties with Dassault which 
has, to date, delivered 49 
Mirage 2000s. The de- 
veloping Indian aircraft in- 
dustry is based on the 
Anglo-French Jaguar for 
which  Dassault-Brequet 
supplies its part through 
British Aerospace 

Indonesia President 
Francois Mitterrand's 1986 
visit to Jakarta opened a 
new phase in one ol 
France's target markets, 
with big aid and financing 
agreements aimed at sub- 
stantial trade and technical 
cooperation Thomson 
CSF won a US$200 mil 
lion defence radar con 
tract, Degremont is laying 
new water pipes, Ar 
mateurs Bretons 
fishing boats and Renault 


has > jid 


timber lorries. French firms 
are enlarging the airport 
buildings and training stafi 


A 20-year contract has been signed to help create an aircraft in 
dustry and Indonesians are among other Asians and 
trainees at the French aircraft industry's training establishment at 
Toulouse. Sofretu is preparing engineering studies for the reno 
vation and modernisation of 60 km of the suburban railay system. 
The French have hopes of catching up with the Japanese, already 
working on a part of this huge project. Alsthom hopes to provide 
the rolling stock and signalling. 

Japan: The French share of the Japanese market, practically 
zero a few years ago, is still less than 2% and France s imports of 
Japanese goods grow astronomically despite protectionist ges 
tures. The chemical giants Rhone-Poulenc, with rare earths, and 
Atochem, with fluorated plastics, form a successful, if incongru- 
ous pair with Hennessy cognac and Bongrain tinned camembert 
cheeses. All Nippon Airways is a customer for 10 of the new 
A-320 Airbus aircraft (with an option on 10 more) 

Some French industrialists question the value of joint ventures 
in Japan and even in Asean countries, seeing joint ventures as a 
more subtle form of nationalist protectionism, enabling the Asian 
majority-holding wolf to dominate the foreign sheep, forcing ex- 
cessive local reinvestment and often stealing his technology into 
the bargain. “In Japan, 100% ownership by the foreign investor 
or nothing!” is a slogan heard in some Paris boardrooms. A differ 
ent picture is painted by companies such as L'Air Liquide and 
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Pechiney. There are also a number of successful joint ventures by 
small- and medium-sized French firms. 

South Korea: Here, where Michelin, Valeo and Remy Martin 
have created joint ventures, things are going better for France, 
with a growing share of the market. Framatome is building nu- 
clear plants, Thomson-CSF a nuclear power station simulator. A 
host of smaller firms are building up sales. The Paris Association 
for Promoting Industrial Development runs a cooperation pro- 
gramme through Seoul's Small & Medium Industry Promotion 
Corp. It has led so far to about 40 joint ventures. 


Malaysia: The French market share in 1986 was 2.2%, be- ` 


cause the Malaysian Government suspended many big projects. 
Orders of US$51.6 million in 1985 were down to US$16.5 mil- 
lion. As usual there were exceptions: Merlin Gerin (six electricity 
sub-stations), Cogelex (also sub-stations), Thomson-CSF (air 
navigation aids). Alsthom (in cooperation with Mitsui) built one of 
its showpieces here — the combined cycle 900-mW thermal 
power plant at Paka. 

New Zealand: France is still unpopular here since the cavalier 
repatriation of French sabotage agents revived anger about the 
bombing of the Greenpeace vessel Rainbow Warrior and be- 
cause of New Zealand's objections to French nuclear testing in 
French Polynesia. With a breakthrough in 1986 by Potain Cranes, 
radar by Thomson-CSF and Alsthom again (gasworks equipment) 
the French feel they are not completely ostracised. 

Pakistan: Thomson-CSF (airport equipment), Merlin-Gerin 
(electric sub-stations of Dadu and Jamshoro), Framafer (railway 
line maintenance equipment), Alsthom (power turbines) are 
bright spots in an otherwise modest position. 


INRSLIDISOENGIO - - 


Philippines: Despite good political relations since the Aquino 
government took office, France has a poor share of the market 
and some of its bigger firms have closed their offices. Essilor 
(spectacles) is a notable exception. Alsthom has sold gas turbines 
and is collaborating with Mitsui. 

Singapore: Singapore is fast becoming France s chief point of 
reference for the Asean countries. Maintenance branches and 
area offices are increasingly located here. Samaero, a 65% joint 
venture, sells and services Aerospatiale helicopters in Southeast 
Asia. There are some 700 flying in the region, with another 250 in 
Japan. Airbus have done well. In July Singapore Airlines ordered 
eight Airbus A-310s (three firm and five options) to add to its exist- 
ing eight. But with 180 establishments to Japan's 640 and the US’ 
630, France is in the small league. 

Taiwan: The trade picture is brighter for France than in most 
Asian markets. Pechiney and Rhone-Poulenc are big sellers of in- 
dustrial products. L'Air Liquide has built a vaporisation unit. The 
biggest order has been from Taiwan's China Airlines for six A-300 
Airbuses: 

Thailand: Thailand is fashionable among French exporters. 
The big order was for 20 Airbus A-300s to Thai Airways Interna- 
tional and 22 to the domestic branch, Thai Airways. Alsthom is 
supplying 120 locomotives to the Thai railways, Institut Merieux 
(a subsidiary of Rhone-Poulenc) a laboratory to produce vaccine 
against foot-and-mouth disease. France is also active in aerial car- 
tography and river navigation studies. At Khanom, Alsthom has 
built a 75-mW power station in which the plant rests on barges be- 
cause of the marshy ground. These were manfactured by a Ko- 
rean associate and brought in by sea to save time. € 





Brighter outlook 
for French industry 


Fr industry had a good year in 1987 and has sustained its 
recovery this year. Despite the prophets of doom after the in- 
ternational stock exchange collapse of October 1987, most of 
France's 100 top industrial groups had record results. With one or 
two exceptions, the profits of most firms were up by more than 
20%, an improvement seen in almost all sectors. 

The star performer was carmaker Peugeot, with a record profit 
of US$1.1 billion, an increase of 87%. Mechanical industry had its 
best year since 1972. With a total turnover of US$39.75 billion 
and a workforce of more than 500,000, this branch, in the finan- 
cial doldrums until 1983, is at last beginning to climb back. “We're 
really on the right track now," says Philippe Boulin, president of 
the economic policy committee of the Federation de la 
Mecanique. 

Agribusiness, electrical and electronic industry are fending 
satisfactorily for themselves. The long haul back to profitability 
was led by Renault, the state-owned vehicle giant, which had the 
fourth best result in French industry. But Total (oil), Pechiney 
(aluminium), GTM-Entrepose (civil engineering). and Valeo (au- 
tomotive parts) jumped out of the red. 

Underlying the recovery is the pattern of restructuring em- 
barked on by French industry 
several years ago. According to 
the Banque de France, the total 
workforce declined by 2.495 in 
1987. Another reason for the 
dramatic improvement is the 
shedding of unproductive as- 
sets: Renault, for example, has 
streamlined production by get- 
ting rid of loss-making units; 
Total has sold its distribution 
network in Italy plus its Austra- 
lian assets for more than 
US$165.7 million and Roussel- 
Uclaf (pharmaceuticals) got 
US$43.4 million from the sale 
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Peugeot vehicles: record profits. 


of Rochas perfumes. Fives-Lille sold real estate, including its 
head office building for US$60 million. 

Profit has been given priority, at the expense of revenue. 
Thomson, the international electronics leader. has seen its profits 
rise by 21% on turnover which was down by 3.9%. Saint-Go- 
bain, the glass and engineering conglomerate privatised in 1986, 
had a spectacular 90% rise in profits while its sales fell by 1.5%. 
Inevitably, satisfaction at overall improvement is tempered by 
concern that some French firms have had better results while they 
have actually lost shares of the market. Renault, for example, saw 
its share of the French domestic market decline from 31.5% in 
1986 to 30.5% in 1987. 

Loss of export market shares for manufacturers in the first half 
of 1987 was what OECD economists called "one of the most dis- 
quieting aspects of the situation,” pointing out that while this trend 
was broken by the sharp upturn in exports in the second half, loss- 
es of market share for the year as a whole were substantial 

The best sales results were among expanding companies like 
Saint Louis (sugar) and Compaanie General d'Electricite, which 
acquired the telecommunications branch of ITT. This, of course, 
is part of the process of preparing for 1992, the year of the Euro- 
pean Community's unified market. 

With productivity at about 3.5% over the last decade, French 
industry is second only to Japan (5%) and there are no signs of 
slackening effort. On the labour front, strikes by workers at Miche- 
lin and at SNECMA, the aero-engine manufacturer, seem to have 
been more an understandable wish by employees to increase 
their share of growing profits than 
a retum to old forms of social 
and political protest. The change 
from a conservative to a social- 
istled government under re- 
elected President Francois Mit- 
terrandis notexpected toleadto 
a softline on wages. The French 
socialists learned their first les- 
son in economics in 1983 when 
impending disaster caused 
them to make a U-turn away 
from inflationary "generosity" 
and faith in state ownership to- 
wards a less ideological policy 
which they called "rigueur." ẹ 
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The art of living 


‘art de vivre, the art of living, is one of France's strategic 

trumps, along with aeronautics, arms and agri-business. It is 
also a commercial winner. Christian Blanckaert, executive presi- 
dent of the Comite Colbert, an association of 70 of France's top 
manufacturers of luxury goods, was confident and emphatic. 
Here, at least, France was unbeatable. No false modesty. On his 
office wall: posters in Japanese announcing a French "art of liv- 
ing exhibition held in 1985 at the Teien Metropolitan Art 
Museum in Tokyo. Next year will be "American Year" with an 
exhibition at the Cooper Hewitt Museum in New York. "Business 
is booming," Blanckaert said. "Up 6% in a year. Asia has never 
been so important. Perhaps the most important area in the world. 
France and French culture is attractive to its peoples. The vice- 
president of Japan Air Lines told me: ‘For the Japanese to go to 
France is a sort of Legion d'Honneur.’ He was lyrical.” 

Contrary to an accepted cliche, France's traditional reputation 
for luxury consumer items, from champagne to suitcases, does 
not detract from but enhances its image as a modern industrial 
power. In 1985, the official Social and Economic Council, calling 
for an effort to publicise French sci- 
entific and technological achieve- 
ments, recommended exporters to 
stress the link between the ele- 
gance, quality and creativity of 
French luxury products and 
technology. "lt is pointless and 
hardly constructive to present these 
two compondents of our image as 
incompatible. Japan's attitude is 
quite different. Advanced tech- 
nologies have inherited the tra- 
ditions of research, perfection and 
quality from the creative arts. This 
approach suits Asia and the Asians,” 
the Council, an assembly of trade 
unionists, farmers, entrepreneurs, 
and other professionals said. 

The latest trade figures of the 
Colbert Committee confirm the 
boom. In 1987, despite a weak US 
dollar, lower oil prices and factors 
discouraging to tourism, exports of 
luxury goods were buoyant. For- 
eign sales increased by 12.7% 
(domestic 8.2%) with the Commit- 
tee’s members doing 71.18% of 
their business on foreign markets. 
The Far East and Europe compen- 
sated for the persistent weakness of 
the US market (14.395 of sales). The growth in the Far East is 
partly, of course, due to the high yen but also to the solid position 
that French luxuries have won for themselves in Asia. Japan alone 
accounted for 7.4% of sales and the rest of Asia (without the Mid- 
dle East) 14.396 These figures do not include purchases made by 
tourists visiting France. 

Although a rich sampling, embracing some of the most pre- 
stigious names in French elegance, the 70-strong Colbert Com- 
mittee is not the whole story. But its results aptly display the suc- 
cess of this unique, elite industry. As evocative as are some of the 
famous names of the committee's members, so are the dates of 
foundation of some of these famous firms: Baccarat(crystal), just 
bought out by the Taittinger champagne and hotel group, was 
started in 1764; Boucheron, the jewellers, 1858, Chanel, creator 
of immortally youthful fashion, began in 1912 and launched its 
perfumes in 1924 . . . Mellerio dits Meller, jewellers of Rue de la 
Paix is the oldest, founded in 1613. 

Last year the French cosmetics industry reasserted its domin- 
ant position. It represents nearly 38% of international trade in 
these products and France is by far the world's biggest exporter. 
The surplus for perfumes and cosmetic products rose in 1987 to 
US$1.75 billion. Exports of “conditioned perfumery” in 1987 





French perfumes: big trade surplus. 





earned more than US$2 billion and rose 10.2%. And 57.2% of 
exported products were "alcoholic perfumery." Asia's share was 
10%, worth nearly US$200 million. 

Japan was first among growing markets, with a 12% increase 
over 12 months of US$17.5 million. Taiwan was up by 88% 
(nearly US$2 million) and New Zealand bought US$1.6 million 
worth more. 

L'Oreal, the world's leading cosmetic company, founded in 
1909 to make hair care and colouring products is also France's 
leading privately owned pharmaceutical company. In Asia alone 
different branches range from airport duty-free beauty and per- 
fume sales to wholesale and selective distribution of cream treat- 
ments, styling mousse in Japan where increased sales reflect the 
interest of young Japanese. Lancos, Japanese subsidiary of 
L'Oreal's Lancome division had an excellent year in 1987, 
launching through department stores new products like its Baume 
Intense Fermete and Serum anti-rides (intense firmness balm and 
anti-wrinkle serum). 

In LVMH Moet Hennessy Louis Vuitton, France has the 
world's leading luxury products group. Created in September 
1987 it has brought together Louis Vuitton (luggage, leather 
goods and accessories, Veuve Cliquot champagne, Givenchy 
perfumes and other subsidiaries) 
with Moet Hennessy (Moet & Chan- 
don champagne, Hennessy cognac, 
Roc beauty products and Christian 
Dior perfumes). In 1987 LVMH'snet 
sales were US$2.486 billion, with 
netincome of US$252 million. Sales 
were highest in Europe excluding 
France (26%), the US took 21%. Far 
Eastern markets bought 23%. out- 
doing France (22%). 

In 1987 LVMH signed agree- 
ments with the Guinness group ona 
joint distribution network in the US, 
Far East and Europe for their top 
wines and spirits brands. Distribu- 
tion in the Far East is in cooperation 
with a variety of local partners and is 
the strongest distribution network 
for wines and spirits in the major 
markets of Southeast Asia. This is 
structured around a holding com- 
pany shared by LVMH and Guin- 
ness with interests in two com- 
plementary distributors: the first, 
operating in Hongkong, Singapore, 
Malaysia and Thailand is based on 
the Riche Monde subsidiaries of 
Moet Hennessy, distributing a line 
of French and British brands; in 
Japan, through an interest in Jardine's Wines & Spirits KK, other 
British and American spirits are distributed with the French pro- 
ducts; the second network is built around the new Caldbeck com- 
panies which operate throughout Southeast Asia. Other LVMH 
brands will be distributed by a Guinness group company. 

Twenty new Louis Vuitton stores were opened in 1987, four in 
Europe, three in Southeast Asia and the Pacific and 11 in the US, 
giving the luxury luggage maker, founded in 1854, 95 sales out- 
lets in 22 countries. 

The great years of haute couture were the 1950s, with the well- 
off splurging after the grey years of World War II. Today there are 
only about 3,000 women in the world able and willing to buy a 
dress which needs 100 hours of hand sewing. Last year, they 
spent US$50 million on the products of the 22 existing Paris cou- 
ture houses. The Chambre Syndicale de la Couture Parisienne 
prescribes that a firm must employ at least 20 people and present 
to the press a collection of at least 75 models every spring-sum- 
mer (January) and autumn-winter (July) season. Couture carries a 
prestige necessary if a fashion house wants to move into the 
world-wide licensing business where the real money is, accom- 
panying its clothes with the sidelines now de rigueur: a new per- 
fume, scarves, fancy spectacles etc. This is the reason industrial 


28 SEPTEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 


TOA WORLD: 
OF CONSTANT 
-EXPANSION 


4P RHÔNE-POULENC 


RHoóne-Eoulenc is the leading french chemical and pharmaceutical company. 
: Our work focuses on three main areas: life sciences applied to man, animals and plants: 
new materials and specialty chemicals ; major intermediate organic and mineral products. 
With a presence in 140 countries, the Rhóne- Poulenc Group generates over 70% of its sales outside of France. 


p £F SAQO 





E E Advertisement Supplement 


groups have taken over so many Paris fashion houses — like 
LVMH which has bought the couturier Givenchy. 

Couture is very much in again, particularly since Christian Lac- 
roix, a bright nova who flared in the Paris sky last year, revived it 
with provocative, bright-coloured clothes which appeal espe- 
cially to the younger generation. Though Lacroix himself, an en- 
fant terrible from the Camargue, where Provence merges into 
bullfighting Spain, calls haute couture a "lost Atlantis, sunk with 
the society that could afford it," he also acknowledges that it is the 
old, exclusive, grand product which gives today's more accessible 
ready to wear its legitimacy. Lacroix, with 120 retail outlets for his 
ready to wear and 40 for his ready to wear “Luxe,” is preparing to 
enter Asia this October. Japanese women visiting Paris have al- 
ready discovered him. Among promised novelties will be his first 
collection of menswear. 

Yves St Laurent, the acknowledged master at this winter s cou- 
ture collections, unveiled in Paris in July, also owes his success to 
the sustained high quality of his haute couture. Asia and the Far 
East are one of his biggest markets, through licensing of local 
manufacture and specific retailing through YSL Rive Gauche 
boutiques. Clothes and other items, styled to suit local tastes sold 
at these ships may be locally made under licence or imported 
from licensees manufacturing in another nearby country. The im- 
portant duty-free market, target of a separate sales force, is a 
major outlet for perfumes, belts scarves, small leather goods and 
other accessories. 

France's pioneer ambassador of taste in Asia has been Pierre 
Cardin, who had held fashion shows in Peking 
and in 1982 opened there a branch of Maxim s, 
the Paris restaurant. Over the next two years, 
under a contract shared with the Italian man- 
ufacturer GFT, Cardin clothes will be made in 
China and sold at 4,000 outlets. And soon the 
Civil Aviation Authority of China, will get a new 
look to go with its less cumbersome new name, 
China Airways. The staff is to have a new uni- 
form, styled by Pierre Cardin. On a visit to Thai- 
land, Indonesia and the Philippines last May, to 
present his collections and emphasise his use of 
Thai silk, batik and other locally made materials, 
Cardin was received by King Bhumipol, Mrs 
Suharto and President Aquino. Maxim's has 
been in Singapore since the days of its pre- 
vious owner and there is a branch in Tokyo 
where Cardin launched his first Asian opera- 
tion in 1957. Today Cardin has 840 licences out 
in the area for the local manufacture of his 
clothes and other items. Local manufacture 
is seem as the best safequard against the current plague of fakes. 

No enterprise has suffered more from counterfeiting of its 
products but reacted more strongly that Cartier. "Counterfeiting 
is theft and I fight theft," Alain Dominque Perrin, president of Car- 
tier International said in 1980. Since then the firm has set out 
to demonstrate its conviction and personal dedication to the task 
of fighting fakes. Cartier protects its many exclusive products 
by patent and has about 2,000 registered in 60 different coun- 
tries. 

Cartier's action against false versions of its famous watches and 
other articles (of which there are 3,000 models and 8,000 brands) 
has taken the form of spectacular confiscation of fakes and their 
public destruction by bulldozer — like July's haul in Paraguay of 
60,000 fake Cartier watches, the equivalent of one year's produc- 
tion by Baume et Mercier in Switzerland. "There are no 'good' or 
‘bad’ fakes, just fakes," Marc Frisanco of Cartier said at a round- 
table in July. 

The round-table summarised some economic consequences 
of counterfeiting: 100,000 jobs lost in the EC. 130,000 in the US; 
besides the burden on social security, the financial loss was esti- 
mated at US$70-100 billion, or 3-596 of world trade with a corres- 
ponding effect on countries' balance of payments results and tax 
receipts. Cartier drew attention to the problem and its artistic and 
philosophical implications this summer in a striking exhibition: 
Vraiment faux (The Real Fake) at its Foundation site in Jouy en 
Josas near Paris. e 














France leads Europe 
into space 


hen Ariane 4, the latest in the family of European space roc- 

kets, leapt from its launch-pad in French Guiana on 15 June, 
on its first flight, carrying three satellites into geo-stationary orbit, 
there was satisfaction but little excitement. 

“We never had any doubts about Ariane,” Hubert Curien, 
French Research Minister said, even before the third stage had 
burnt itself out. The minister, who was in charge of the French 
space reseach centre, the CNES, at the time that the European 
rocket was being built, added: “Ariane is a difficult programme, 
but if France wants to be a great country, it must show that it is 
capable of doing difficult things.” 

National pride at France’s role in the European space pro- 
gramme is justified. France has spent more money, brainpower 
and organisational effort than its partners and often had to swal- 
low the criticism and sarcasm of those who never believed that the 
Europeans, let alone France, could pull it off. Since 1973 France 
has carried 65% of the development cost. The message to scep- 
tics is on a discreet plaque in the entrance hall at headquarters 
which shows that there have been 23 successful Ariane launches 
to four failures. 

Since 1980, production, marketing and launching of rockets 





Rocket preparation: national pride. 


developed under the auspices of the European Space Agency 
(ESA) have been the job of a private enterprise company, Ariane- 
space, the world's first commercial space transport company, set 
up by 36 leading European aerospace and electronics firms and 
13 major banks. Eleven nations work together to design, manu- 
facture and launch the Ariane rockets, the first of which took off in 
1979. France is the bigaest national shareholder and participant 
with 58.48% of the total capital of US$45 million. 

The headquarters of Arianespace is at Evry, a new dormitory 
town south of Paris. An initial arrangement gave responsibility for 
the rocket to France, 13 of whose top companies are among the 
total of 50 shareholders together with five French banks. West 
Germany, with a 19.6% share, is responsible for future manned 
flight and space laboratories and Britain (3.17%), until recent 
economies were decided, has been in charge of satellite develop- 
ment. The other shareholders are Belgium (4.4%), Italy (3.6%), 
Switzerland (2.7%), Spain (2.5%), Sweden (2.4%), Netherlands 
(2.2%), Denmark (0,795) and Ireland (0.25%). Thus Arianespace 
draws on leading-edge technologies from Europe's best firms and 
is backed by a powerful aroup of European banks. 

Arianespace, which likes to call itself "the sensible space trans- 
port company," hasa strictly commercial approach, offering satel- 
lite launch services to customers throughout the world. Besides 
financing and supervising the construction of Ariane expendable 
launch vehicles and conducting the launches, it insures its cus- 
tomers for launch risks through SR3, a wholly owned subsidiary, 
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set up in 1986 to manage the quarantee package available to all 
Ariane users, covering part of their financial risk. The technical ad- 
vantages of the launch base, at Kourou in French Guiana, five de- 
grees north of the equator, are, of course, emphasised 

Evry, where Arianespace's modernistic offices house a scale 
model of the rocket, is at the centre of a sales network with perma- 
nent offices in Washington and Tokyo and representatives in Aus- 
tralia, Brazil, Canada, China, Colombia, India, Ireland, Italy, 
Pakistan, Saudi Arabia, South Korea, Spain and Thailand 

Arianespace has concluded 67 contracts since it was created. It 
now has half the satellite launch market. Having overcome the 
myriad problems of satellite launching and earned a reputation 
for reliability, Arianespace feels it can look forward to reqular 
monthly launches in the near future, or, in other words, to an av- 
erage launch rhythm of eight-nine a year. In a new dimension, un- 
thinkable until quite recently, European manned space flight is 
scheduled to begin in 8-10 years with the building of Ariane 5, a 
much bigger rocket, to carry Hermes, the European "space ferry" 
with a crew of three backwards and forwards to Columbus, the fu- 
ture European orbiting space laboratory. Work on building a 
landing strip for Hermes at Kourou has already begun. Aero- 
spatiale, France's premier manufacturer of aircraft, helicopters, 
tactical missiles and strategic and space systems, has been work- 
ing on the Hermes manned space-plane and the Ariane 5 
launcher for the French Space Agency since 1977. 

Dr Ralph-Werner Jaeger, deputy director, marketing, a Ger- 
man mechanical engineer who developed the cryogenic launch 
vehicle technology used in the third stage of Ariane, insists that 
Arianespace does not owe its success to the Challenger disaster 
(January 1986). By then, it had already achieved its 50% share of 
the launch market. Of course the absence of American competi- 
tion in the last 2 1/2 years had helped the Europeans consolidate 
their position. "We think we can hold our market share," he said. 
Present American difficulties were part of a "temporary situation." 
Failures — and Ariane has some — should not and would not in- 
terrupt launches. 

“The successful flight of Ariane 4 in June marks the advent of a 
new generation of launchers, designed exclusively for the com- 
mercial satellite market of the next 10 years. The excellent per 
formance and operational flexibility of this vehicle will enable 
Arianespace to remain extremely competitive in the market for 
800-4,200 kg satellites, offering single, double and even triple 
launch configurations,” Frederic d' Allest, chairman and managing 
director told the annual meeting of shareholders on 28 June. Not 
counting this year's accomplished launches, bookings stood in 
June at 42 satellities, worth about US$2.48 billion to Ariane 
space, with 48% of the revenue from sales outside Europe 

Prominent among regular customers are ISRO, the Indian de- 
partment of space, whose Insat 1C, a telecommunications and 
meteorological satellite, was launched by an Ariane 3 on 21 July 
this year and the Japanese Space Communications Corp., whose 
Superbird A & B satellites are scheduled to go up in an Ariane 4 
next April and June. Japan's JCSAT 1, an American-built telecom- 
munications satellite will also fly next year on an Ariane d. € 





Ariane launch: international customers. 
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Japanese car design: strong competition. 


Battle on wheels 


he battlefield for European cars today is Europe, “stepping 

stone to the world market,” as state-owned Renault proclaims 
Export and overseas production of French cars, currently, there- 
fore, take second place, as 1987 figures show. 

In France, the local duel is between state-owned Renault and 
privately owned Peugeot-Citroen, a firm which, like Renault has 
passed through a remarkable process of modernisation with man 
agements unafraid to strip down the workforce in a process 
known in France as degraissage, slimming 

Since Peugeot, in a state-aided reorganisation of the French 
motor industry, took over financially strapped Citroen (then partly 
owned by Michelin, the tyre maker) in 1974, Peugeot. with its two 
divisions, has become one of the biggest car manufacturers in 
Europe. In 1978 the group bought Chrysler's European opera- 
tions including its factories in France, Spain and Britain together 
with all their dealers. Cars produced at these plants were given the 
old French brand name of Talbot 

In 1987, Automobiles Peugeot produced a record 1,131,700 
cars and utility vehicles at its European factories and in the first 
half of this vear had already beaten its own figure for the first six 
months of 1987 by 91,433 cars. Though Citroen did less well. the 
group s registrations in Europe were up by 120,000 over last 
year, a 15.8% growth, the biggest among European majors, 
bringing the French firm closer to its "targets" Fiat and Volkswa- 
gen. Peugeot is doing slightly better than Citroen, with a 7-8% 
rate of penetration in Europe (outside France). Germany, Den 
mark, Norway and Holland are the “black spots," while Britain, 
Italy, Spain and Portugal are heading for record registrations 

With the approach of January 1993, the “magic date” on which 
Europe is scheduled to abolish frontiers under the Single Euro- 
pean Act, the strategy of French car-builders is geared to both 
protecting their own markets against the Japanese and to improv 
ing their European results — not an easy task, in view of the mul- 
titude of standards varying inside the EEC, dominated by the West 
German obsession with exhaust pollution. Asian and other distant 
markets are not vehicles and spare parts brought in US$18.03 bil 
lion 

For French car manufacturers the first “enemy” is Japan. In 
most of Western Europe, Japanese competition has led to defen- 
siveness and diplomatic action against Japanese methods. In 
France it has provoked an almost paranoid reaction. Six years 
ago, Japanese video recorders had to enter France through a 
single customs point — the famous “Battle of Poitiers." In July, 
France protested that Bluebird cars, made at Nissan's UK sub 
sidiary at Sunderland did not contain enough local added value to 
qualify as European and proposed to include them in the existing 
3% quota on the Japanese. A plan by Fuji to produce Subaru 
jeeps at an old International Harvester Plant at Angers may run 
into difficulties. Renault. whose industrial vehicles subsidiary also 
builds jeeps, objects. (“Why don't Renault just do the same in 
Japan?", one unsympathetic French industrialist asked.) TV sets 
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A design by Leonardo da Vinci of a crossbow machine gun that enables the archer, 
suspended inside the large treadwheel, to keep the arrows flying at a rapid pace. 
The archer s comrades furnish power to the wheel by foot, 

under the protection of a planked shield. 





^Leonardo da Vinci (1452 - 1519) was like a man who woke too early 
in the darkness, while others were all still asleep," wrote Sigmund Freud. 
Da Vinci, the greatest figure of the Italian Renaissance, 
created designs that haunted the wrights and masters of his time. 


Leonardo da Vinci was a man of vision. 


Consistently successful investment also requires vision, based on 
an indepth knowledge of and experience in the financial marketplace. 


Indosuez Asia Investment Services Ltd has shown that vision with the 
development of innovative investment products that anticipate and lead the market. 


Indosuez. Tomorrow's thinking today. 
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BUILDING 
TOMORROW'S 
ENERGY TODAY. 


The 21st century's electricity will be nuclear-generated. 
Leading the way, France already draws 2/3 of its electrical 
power from nuclear energy. Framatome, with 43 nuclear power 
units on line and 21 more under construction or on order, is now 
a world leader in the field. 

Designer and constructor, with its own advanced-technology 
manufacturing plants, Framatome is the core of a homogenous 
industrial group. The scale of its nuclear programs enables the 
company to constantly improve its products and their perform- 
ances - to the benefit of present and future customers 

This background makes Framatome particularly well qualified 
to carry out maintenance operations and special tasks: its vast 
range of products and services are available to electrical 
producers and industry. 

With Framatome, the future 
of nuclear power is already on 
the way. 
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analysis and other pioneering services. IST CLASS CONTAINER TRANSPORT 


General Agent for France: Cie Générale Maritime, Division Amneo, Tour Winterthur, 102 Quartier Boieldieu Cedex 18, 
92085 Paris La défense. Telephone (1) 49-03-7389. Telex: 630387 
Regional Office, Hong Kong: ScanDutch Limited, Far Fast Management, Centre Point, 185 Gloucester Road, 
P.O. Box 20231, Hong Kong. Telephone: (5) 892-1808 Telex: 73001 





made in Europe by Japanese “screwdriver” subsidiaries were also 
banned entry this summer 

On the horizon is the growing challenge of a Japanese and Ko- 
rean (Hyundai) production in North America predicted at 2.7 mil- 
lion cars by the early 1990s, with an obvious eye on European 
markets. 

By the end of May this year French exports, though small, were 
looking a little better. Exports were up by 30% to 167.027 for 
passenger cars. Peugeot and Citroen were in the lead. with 
96,254, while Renault had 70,773. Kits for vehicles partly manu- 
factured abroad added 18,128 units 

The recovery of Renault, the state-owned car and lorry group, 
has been impressive. In 1987 it reported a profit for the first time in 
years, the result of a bold strategy introduced by Georges Bese, 
the former Chairman and CEO. murdered by terrorists in 1986. 
Net earnings, after tax totalled US$613.09 million. Raymond 
Levy, the present chairman, has continued the dramatic drive to 
cut costs and reduce the debt. This also meant Renault's divest- 
ment of its US Chrysler subsidiary (American Motors). Levy says 
that though some of the clouds have lifted, the sky is still not en- 
tirely clear. “We are plagued by certain elements of our past, in- 
cluding a quality image which has tended to lag behind reality . . 


Net financial debt represented one third of the group's consoli- 
dated industrial and commercial sales figure. And our productivity 
remains below that of our strongest competitors in Europe, not to 
mention Asia," he says. “These are the burdens we will carry into 
the single European market which some seek to open fully to out- 
side trade. There is the risk of European doors opening to the in- 
tensive competitive threat of, most notably, Far Eastern com- 
panies.” 

On the Asian mainland, Renault has had an important opera- 
tion in Turkey since 1984 (43,056 units in 1987) and, in the Far 
East its R9, 11 and 21 models are assembled in Taiwan by San Fu 
Motors (11,470 units in 1987). 

Peugeot has always taken an interest in distant markets, con- 
sidering even minimal sales like 50 cars a year worthwhile. Argen 
tina (where its production line, flourishing in the 1960s, was taken 
over in 1982 by Fiat, though the Peugeot name remains), and 
West Africa are two examples. This year exports to Nigeria re- 
sumed, after an 11 month interruption in 1987. Sales in the last six 
months to Africa of 22,000 units (passenger cars and utility vehi 
cles) were a 34% increase over the first half of 1987 

Asia is the site of Peugeot's strongest percentage growth, with 
an increase of 62.3% in the first half of 1988, more than 14,000 
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Huang Pu assembly line; Chinese workers in Peugeot plant: capacity increased. 
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Forus, professionalism is the key to a reliable and profitable 
nuclear industry, arid a prerequisite for ensuring the good perfor- 
mance of our customers'reactors. 

This professionalism is present in every step of the fuel 
cycle, both in products and services we provide. We apply this 
professionalism to a fully integrated company so our customers 
benefit from economies of scale, the only way to guarantee lower 
power generating costs. Today and tomorrow. 





© COGEMA 
The nuclear fuel major company. 
2, rue Paul Dautier. BP N° 4. 78141 Vélizy- Villacoublay France. 
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Falcon executive jet: Asian success. 


Breaking the barrier 


rance's aircraft industry is based essentially on two big firms: 

Avions Marcel Dassault-Brequet Aviation (predominantly mi- 
litary but also makers of the Falcon executive jet) and Aerospatiale 
(civil aircraft — Airbus, ATR, the regional transport built jointly 
with Aeritalia, the Transall cargo, built with MBB of Germany, be- 
sides helicopters and missiles). Around them is a cluster of other 
aerospace manufacturers, including Matra and the engine firms 
SNECMA, and Turbomeca. 

Breaking the sound barrier has been no problem for Dassault, 
builder of the Mirage series of military aircraft and today, still, a 
technological rival of France's NATO partners with the Rafale 
fighter, due to equip the French air force and navy in the 1990s. 
(Why should Europe make only one new fighter for the future? 
Dassault's management say.) The "barrier" to be broken in the 
Asia-Pacific zone is not technical, simply that old French snag: 
Anglo-Saxons, primarily the Americans, with their strategic grip 
on the Pacific but also Britain with its historical links with countries 
across Asia to Australasia and home via North America. 

The political element in selling military aircraft makes it doubly 
difficult for France, a relative newcomer, whose "natural" market 
in South East Asia would be Vietnam, Cambodia and Laos, now 
in the Communist orbit and an economic “black hole." 

For Dassault, India is the splendid exception. Pakistan was an 
early customer. Australia years ago bought Mirage llls — now in 
their last years. In between lie Bangladesh, Burma, Thailand, 
Malaysia, Indonesia, Brunei, the Philippines — countries where 
Dassault has yet to sell any of its main products: the multi-purpose 
Mirage 2000 (competitor of the Tomado and the F-16); the Fran- 
ceo-German Alpha-Jet trainer (rivals, Britain's Hawk, ltaly's Aer- 
macchi and America's Goshawk); and the Brequet-Atlantique 
maritime patrol aircraft. Nor has it yet established technical coop- 
Eon in these countries, a string to its bow in other parts, notably 

gypt. 

The Mystere-Falcon executive aircraft has fared better, outside 
India, where there is a market for business jets and China which 
has bought the Canadian Challenger. Asian successes with the 
Falcon can be chalked up to the Falcon Jet Corp., an American 
subsidiary with a sales representative in Singapore. Seventeen 
Falcons today fly in Australia and New Zealand. In Japan, busi- 
nessmen tend to fly JAL or take the train. But with Sony as its 
agent, Dassault has sold two Falcon 900s to the Japan Maritime 
Safety Agency, adapted with marine radar, special viewing win- 
dows and a dropping door. In South Korea, Korean Air has 
bought a Falcon 100. 

Through its helicopters and its partnership in Airbus, Aero- 
spatiale is making steady progress. Aerospatiale has five perma- 
nent offices in Asia, in Hongkong, India (New Delhi), Indonesia 
(Jakarta), Japan (Tokyo) and Singapore. Several dozen techni- 
cians have been posted permanently to the area. Both Aero- 
spatiale and Dassault are regular participants in local airshows 
(Peking, Singapore last January). The effort is intense, helped al- 
ways by the official aviation agencies OFEMA and OGA, sentinels 


Marco! Dassaun-Breguer Aviation 

















of French air exports, with representation in all major centres. 

Aerospatiale has signed manufacturing licence agreements in 
China (Dauphin 365N1); India (Alouette Ill, Lama and the Milan 
anti-tank missile); and Indonesia (Super Puma, Puma). French 
helicopters have been present in the Asia-Pacific zone for more 
than 20 years. Orders have been placed for nearly over 150 units 
of the Airbus family, about 900 Aerospatiale helicopters are flying 
in the area, nearly 250 of them ordered by Japan. Some 200 
Exocet anti-ship missiles, have been supplied. In 1987, orders 
worth nearly US$234 million were obtained from countries in 
Asia and Australasia, totalling almost 10% of all export orders. 
Most are from Japan, for 10 Airbus 320 and 32 helicopters (23 
Ecureuil 350, 1 Ecureuil 355, 4 Dauphin and 4 Super Puma). In 
1987, Japan was Aerospatiale's fifth biggest customer 

Airbus Orders and Deliveries — end-June 1988: 

A300, Model B2/B4 — 72 customers in the world ordered 
248, 248 delivered, including Air India (3), China Airlines (6), 
Garuda Indonesia (9), Indian Airlines (10), Japan Air System (10), 
Korean Air (10), Malaysia Airlines (4) Pakistan International (4), 
Philippine Airlines (4), Singapore Airlines (8), Thai International 
(12). 

Model 600 — 70 ordered, 38 delivered, including Korean Air 
(7 ordered, 3 delivered), Thai International (8 ordered, 6 deliver- 
ed). 

A310, Model 200 — 85 ordered, 83 delivered, including 
CAAC (3 ordered, 3 delivered), Singapore Airlines (6 ordered, 6 
delivered), Thai Airways (2 ordered, 2 delivered). 

Model 300 — 76 ordered, 49 delivered, including Air India (6 
ordered, 6 delivered), Air Niugini (1 ordered), China Airlines (2 or- 
dered, 1 delivered), Singapore Airlines (3 ordered, 2 delivered). 

A320 — 319 ordered, 6 delivered, including All Nippon Air- 
ways (10 ordered and under selection), Indian Airlines (19 or- 
dered). @ 


Atom-powered France 


lectricity production from the Gravelines nuclear power sta- 

tion near Dunkirk, which began operating in 1980, reached 
200 billion Kwh in June this year. With its six 900-mW pressurised 
light water reactors (PWR), Gravelines is the largest generating 
facility in the world and a reminder of France's leading position in 
atomic energy. Today 72% of the electricity flowing over the grid 
of Electricite de France (EDF), the national power company, 
comes from a network of more than 40 nuclear reactors. Nuclear 
energy has thus replaced oil, reducing France's dependence on 
foreign sources of energy, improving the balance of payments by 
reducing oil imports, increasing power exports to European 
partners (30 billion Kwh in 1987) and cutting air pollution. 

In Europe, only Belgium comes near with 66.1% use of nu- 
clear electricity and Sweden, with 45.4%. In Asia, South Korea 
leads with 53.1%, followed by Taiwan with 48.5%. Japan ties 
with West Germany at 31.2%. In the US, 18% of electricity 
comes from 109 nuclear reactors, though this smaller percentage 
represents installed capacity: of, 97,243 mW, compared with 
196,029 mW for the rest of the world. 

The overall French nuclear authority is the Commissariat a 
l'Energie Atomique (CEA), the atomic energy commission, 
founded by former president Charles de Gaulle in 1945. It con- 
trols everything nuclear, from basic research, through power gen- 
eration to medical and the many new technical applications. It is 
also responsible for the military side — the nuclear deterrent — 
which is the kernel of French defence policy. 

The French nuclear industry is organised under the authority of 
the CEA through CEA-Industry, a wholly owned subsidiary which 
is the world's leading nuclear enterprise. More than 40 satellite 
companies, some wholly, some partly state-owned, handle all as- 
pects of industrial nuclear activity: the fuel cycle, generators, en- 
aineering, biomedical uses, data processing etc. 

Framatome SA (in which CEA-Industrie holds 35%, EDF 
10%, Compagnie Generale d'Electricite 40%, Dumez, the civil 
engineering firm, 12% and employees 3%), has become, since 
the French nuclear programme went into high gear in 1974, one 
of the world's leading suppliers of steam supply systems and nu- 
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clear island units. It designs, builds and services nuclear power 
stations both in France and for export. Gross turnover in 1987 was 
US$1.906 billion, of which US$103 million came from exports. 

COGEMA, 100% owned by CEA-Industrie, with its many sub- 
sidiaries, is the world’s only industrial concern handling all stages 
of the nuclear fuel cycle: uranium prospection and mining, en- 
richment, fuel fabrication, reprocessing of spent fuel, recycling of 
fissile materials. 

Jean-Pierre Capron, head of CEA and CEA-Industrie, em- 
phasises recent achievements but does not play down a hitch with 
Superphenix, the fast breeder reactor at Creys-Malville which 
leaked sodium in 1987. The incident has not affected reactor 
safety. Japanese confidence in fast breeders has helped stimulate 
French efforts. Japan has awarded the Japan Prize, its highest sci- 
entific distinction, to George Vendryes, scientific counsellor to the 
CEA, for his contribution to the development of fast neutron 
reactors. The special relationship with Japan is a major factor in 
the spread of French nuclear technology. 

Exports today account for more than 30% of earnings. In 1987 
total foreign revenue was about US$1.6 billion. By far the biggest 
export item is the supply and reprocessing of nuclear fuel which 
accounted for 40.1% of exports in 1987 against 9.5% for power 
plants and services. Europe and Japan are France's leading cus- 
tomers for both fuel and plant and services. Framatome's success 
in France led it into exports through its branches like Framateg, 
which sells tumkey nuclear 
power stations. 

The big event of 1986 
was the signature with EDF 
of the contract to built the 
two 900-mW nuclear is- 
lands and the fuel as- 
semblies for the first cores 
of the Daya Bay power sta- 
tion near Hongkong in the 
Chinese province of 
Guangdong, to supply 
Hongkong and a large part 
of southem China with 
electricity. After two years, 
the project is progressing 
according to plan and to 
the satisfaction of the cus- 
tomer, the Guangdong 
Nuclear Power Joint Ven- 
ture Co., 75% owned by 
China and 25% by the 
China Light and Power 
Co. of Hongkong. 

The order was the result 
of nine years' difficult and costly effort. But it confirmed 
Framatome as a world leader in the building of PWRs, since it was 
the first order of its kind on the international market since 
Framatome signed, at the end of 1980, a contract to build the 
KNU 9 and 10 nuclear islands at Uljin, about 160 km east of Seoul 
in South Korea. While the French firm supplied the two nuclear is- 
lands and the fuel, a Korean boiler-maker built 30% of the com- 
ponents and a Korean nuclear engineering firm helped with the 
design. Hot testing of the turbine hall of the first unit, Uljin 9, built 
by Alsthom was successful and it was connected to the grid on 7 
April this year. The other is running a year behind schedule. 
Framatome says it was drawn into work outside its contract. 

All is not always plain sailing: short term prospects for orders 
are poor not only because the economic situation and competi- 
tion from other forms of energy is making the market very difficult, 
but also because the Chernobyl disaster led to the postponement 
of several different nuclear projects, notably in Holland and Fin- 
land. (The French insist that their nuclear plants are more secure 
than the old-fashioned graphite core reactor at Chernobyl. They 
ask, too, if the Chemobyl operators knew that in laboratory jar- 
gon, they were "tickling the dragon's tail" by making their reactor 
“supercritical.” Safety standards in France are extremely high. But 
there is no triumphalism. It is admitted that the safety of their pres- 


surised water reactors, like that of any nuclear installation, is an | 


Advertisement Supplement 


| 





French nuclear power plant: world leader. 








evolving feature and which is subject to continuing progress.) 

One export success does not automatically lead to another. 
Framatome lost the order for two more units in Korea (KNU 11 
and 12 at Uljin). But Korean Electric Power (Kepco), the cus- 
tomer, placed the new order with the US competitor Combustion 
Engineering. The French company insists that "very heavy US 
heavy political pressure" was applied. Compensation has been 
the maintenance of contracts with other countries like Turkey and 
Indonesia, with which a memorandum was signed last December 
on the feasibility of a nuclear power station, in association with the 
German firm KWU. 

France's nuclear relations with Japan have been special and 
close. No reactors have been sold, since Japan has its own 
specialised US-derived manufacturing industry. But in other as- 
pects French cooperation is three-fold and extensive: 

(1) Natural uranium is enriched for the Japanese at Eurodif's 
Tricastin plant. World demand for enriched uranium in 1988 is es- 
timated to reach 33.8 million SWU (separation work units) of 
which Japan, which produces none, will need 10% (though by 
2000 it will produce 1.7 million SWU). In 1987, Cogema, which is 
France's leading exporter to Japan, supplied US$333 million 
worth of enriched uranium, reprocessed nuclear fuel and nuclear 
engineering to Japan. 

(2) Irradiated Japanese nuclear fuel is reprocessed by Cogema 
at its plant at Cap de la Hague in France — an activity which has 
provoked demonstrations 
at the neighbouring port of 
Cherbourg by anti-nuclear 
groups like Greenpeace. 
Japan will eventually take 
over the handling of this 
back end of the fuel cycle 
through the transfer of 
French technology. One of 
Cogema's subsidiaries, the 
Société Générale pour 
les Techniques Nouvelles 
(SGN) signed an agree- 
ment in March creating 
SGN Co. Ltd Japan. This 
was a natural follow-up to 
the contract signed last year 
providing for the transfer of 
French reprocessing tech- 
nology. SGN will cooper- 
ate in the building of a re- 
processing plant at Rok- 
kasho-Mura based on the 
design of Cogema's UP3 
unitat La Hague. 

(3) Research in related and non-nuclear fields is a spin-off from 
French nuclear cooperation with Japan. SGN Japan means tha 
the French will actually be there to watch over the execution of the 
numerous technology-licensing agreements signed with Japanese 
companies. SGN knows Japan well and is used to working with Ja 
panese companies. Since 1965, when itinitiated its participation ir 
the pilot reprocessing plant at Tokai-Mura it has been consistent 
present. Its contract with Japan Nuclear Fuel Services stipulates i 
will be there until at least 2000. 

The French are also confident that by taking part in this majo 
Japanese national project, involving groups like Mitsubishi 
Hitachi. Toshiba, Sumitomo and Fuji, SGN will be able to deve 
lop wider relations and establish "those famous links of confi 
dence and fidelity essential to working in Japan. Reciprocally 
SGN is acquiring Japanese partners to introduce their successfu 
technologies into European projects," as a CEA official puts it. 

Technological challenges from 1988 onwards include the de 
velopment of laser enrichment, the pursuit of competitive capa 
bility in fast breeders and the technical development of the TN 7! 
warhead for France's nuclear missile submarines. But the vast 
ness of these and other industrial and scientific challenges, to b: 
tackled if France is to keep abreast of international competitio1 
and live up to its partners’ expectations, is seen at the CEA as i 
source of intellectual stimulation and hope. — € 
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France’s oldest 
profession in the east 


ecause its banking network is the second biggest after that of 

the US, France is most visible in Asia through its banks. From 
the Middle East, India and Pakistan, through Southeast Asia, 
South Korea, and Japan to Australasia, French banks or their 
local subsidiaries have, as they say, pignon sur rue (their own 
premises). This presence has a long history, dating at least to 
1860, when the Comptoir National d'Escompte de Paris opened 
Offices in India and later expanded into Australia and the US. In 
1966 it merged with Banque Nationale pour le Commerce et l'In- 
dustrie, with its extensive network in Africa and Latin America, to 
form Banque Nationale de Paris (BNP). Still state-owned (its com- 
ponent banks were among those nationalised in 1945), BNP 
came ninth on the world list of banks published on 27 June this 
year by Business Week, with assets of more than US$182 billion. 

Other French banks, all with active policies in Asia, figure high 
on the list. The first non-Japanese bank, after the five at the top 
which are all Japanese, is the French cooperative Credit Agricole 
(assets US$214 billion), just beating Citicorp of the US. Credit 
Lyonnais (assets US$168 billion), 11th on the list, beats Deutsche 
Bank and National Westminster. Société 
Générale, the largest privately owned French 
bank, comes 18th (US$153 billion). The re- 
privatised Paribas group is 26th with US$122 
billion. 

From 1986 until May this year, when the 
Socialists returned to office, French banking in- 
stitutions, preparing for denationalisation under 
the then ruling conservative neo-Gaullist-UDF 
alliance, embarked on intensive modernisation. 
Privatisation has been halted by the Socialists, 
but they have said there will be no re-nationali- 
sation of the industrial groups and banks 
privatised by their predecessors. 

For the French Banks Association (AFB), 
1987 was the year of competition, thanks nota- 
bly to the liberalisation of credit rules under the 
conservatives. But the bankers still complain of 
"distortions" like the threatened expansion of 
the French post office's financial services, dis- 
criminatory taxation which raises the cost of cre- 
dit and other difficulties. Credit controls at home 
are one of the reasons for the growth of French 


banking overseas in countries often offering BNP head office: active in Asia. 


better prospects than France. Lifting such con- 
trols, an integral part of monetary policy since 1972, was a revolu- 
tion which has opened new horizons for banks. 

All the main French banks have branches, affiliates or repre- 
sentatives in Asia. Recurrent names are Banque Indosuez, BNP, 
Banque Paribas and Credit Agricole, the last two of which were 
privatised in 1987. The AFB's full list of French banking establish- 
ments in Asia, not including Australasia, where several have im- 
portant branches, covers eight pages. Traditional banking ac- 
tivities have been enhanced by new financial services. 

Among French banks which have been traditionally present in 
Asia is Banque Indosuez. Created in 1975 by the merger of two 
major financial institutions with roots deep in French and world 
history: the Banque de l'Indochine (founded in 1875) and which 
became the bank of issue for French Indochina (now Vietnam, 
Cambodia and Laos), New Caledonia, French Polynesia and the 
New Hebrides (now Vanuatu) and the Banque de Suez et de 
l'Union des Mines, banking subsidiary of the Suez investment 
group which, until the nationalisation of the Suez Canal, was 
known as the Compagnie Universelle du Canal Maritime de Suez. 
Although its activities and ambitions have changed radically, the 
headquarters of Banque Indosuez in the Boulevard Haussmann 
in Paris, is a reminder of vanished French imperial grandeur and 
the financial role played by the ancestor bank: replicas of ancient 
Khmer statuary stand in the entrance hall dominated by a repro- 














duction of one of the sacred dancing girls portrayed in the bas re- 
liefs of the temples of Angkor. 

Today the Banque Indosuez is, like many other French banks, 
modernising its role in traditional banking and finance. Directly, 
or through its Indosuez Asia financial subsidiary, it has co-man- 
aged the initial stock offerings of a number of Hongkong com- 
panies, building strong financial relationships with many of the re- 
gion's established companies. The acquisiton of W. I. Carr, a 
British brokerage firm specialising in Far Eastern securities, was 
part of its expansion. Banque Indosuez has also acquired H. C. B. 
Futures which specialises in futures and options, obtaining a seat 
on Singapore's Simex. The bank is also active in Tokyo futures 
and foreign currency option trading. 

Project financing is one new activity. Banque Indosuez can 
here draw on its experience in the financing of the Channel Tun- 
nel in which it played a leading role. Indosuez supported the win- 
ning project, together with Credit Lyonnais, BNP and five con- 
struction and public works companies on the French side (match- 
ing a similar British group). This is now the Eurotunnel company 
for which Indosuez helped to bring in additional finance at a cru- 
cial moment. In 1987 Banque Indosuez was designated lead- 
manager for the financing of Hongkong's second cross-harbour 
tunnel and co-manager for an important gas project in Indonesia. 

Asset management, another new departure for Banque In- 
dosuez, has been developed, in Hongkong through a private 





Financial Teres 


banking division established in 1987 and in Singapore. In Japan 
money management is geared towards institutional portfolios. 
French banks have long been active in China. BNP opened its 
first representative office in Peking in 1980 after nearly 30 years of 
relations with the main corporations in China. BNP's joint ven- 
tures in China include China International Non-ferrous Metals 
Leasing Corp. (with the Bank of China, Industrial and Commer- 
cial Bank of China, CNNC and the First Interstate Bank of Califor- 
nia). It helps Chinese companies with financial packages and as- 


| sists French companies approach the Chinese market. Another 





example is BNP's 4% shareholding in the Guangzhou Peugeot 
Automobile for the manufacture of Peugeot 540 pick-ups. BNP, 
Banque Indosuez and Société Générale have branches in Shen- 
zhen, where Credit Lyonnais also has a representative. The same 
banks and others, including Credit Agricole have offices in Pekinc 
and several are represented also in Canton and Shanghai. 

In Japan French banks have joined the scramble for a share o: 
the securities market: Banque Indosuez, through its brokerage 
house W. I. Carr, Société Générale (through Sogen Securities 
and Credit Lyonnais (Alexanders, Laing & Cruickshank), joinec 
in June this year by BNP Securities. Other French banks in Tokyc 
include Credit Agricole and Paribas whose representation, estab 
lished in 1971, was licensed to operate under Japanese law as ¿ 
company, Paribas Capital Markets, in February 1987. € 
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company, 
(HRI - an s 5600 employees a 
dedicated to excellence in 


the worldwide 
hospitality industry. 
ACCOR in Asia and the Middle-East is setting 


. ACCOR offers its clients, employees and 
investors a comprehensive range of products 
to grow with: Sofitel, jeu p Aka 
Travel Inn of China (de luxe, business and 
resort hotels). 


ACCOR, a new address for the future of the 
E ACCOR "WR hospitality business in Asia and the Middle-East: 


A WORLD OF NEW Wes sea NOU Dis 
PERSPECTIVES i hee thy eer 


Phone: 66-(2) 2330980 / 2330974 / 2331000 
Telex: 84072 IBL TH - Fax: 66-(2) 2366110 
ACCOR HONG-KONG 
7, D'Aguilar Street - Century Square 1401 
HONG-KONG 
Phone: (852-5) 211460 
Telex: 76922 ACCOR HX - Fax: (852-5) 291115 


ACCOR 


A HOTEL, CATERING 
AND SERVICE COMPANY 


The hospitality know-how. 
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Telecom dishes: much improved service. 


High technology 


Fins is the world's fourth largest exporter of manufactured 
goods, and the second per inhabitant. It is also the world's 
second exporter of services. Many French firms, large and small, 
are long-established leaders in sectors ranging from industrial 
gases (L'Air Liquide, founded in 1902) to cosmetics (L'Oreal, dat- 
ing from 1907). In spring 1987, Michel Noir, the then minister of 
foreign trade, listed more than 100 French companies qualifying 
as world leaders in their speciality. The striking feature about 
many of them is their development of leading-edge techno- 
logy. 

This is obviously true of giants like L'Air Liquide (world leader 
in industrial gases) and Atochem (polymers, fine and organic 
chemicals), Compagnie Generale d'Electricite (CGE) with its 
many subsidiaries, Alsthom (energy and traction), the world's top 
railway locomotive builder, Framatomerirst in nuclear reactors, 
SAFT (accumulators) and Alcatel, (first in some branches of tele- 
communications and the leading manufacturer of digital tele- 
phone exchanges and power cables), Thomson, fourth in con- 
sumer electronics, one of the biggest makers of TV sets, the 
world's first in air traffic control and among the first three in air de- 
fence systems and Aerospatiale, French participant in the multi- 
national European Airbus which is Europe's No. 1 builder of 
helicopters and the biggest exporter of helicopters in the world. 
But it also applies to a host of smaller firms. Frenchmen are in- 
clined to boast that in the absence of fossil fuels and other re- 
$ources, grey matter is their country's only raw material. The post- 
war independent development of the French nuclear industry 
gives substance to the claim. 

Among better-known French firms, some small or medium, 
others multi-national, selling patented innovations around the 
world are Essilor (Varilux glasses), Dilor (laser spectrometry) and 
Artilin (insecticide and anti-alleraic paints). Among the top firms 
are the conglomerate BSN, the world's No. 1 producer of fresh 
milk products, Bouygues, the world's biggest construction firm, 
Cap Gemini Sogeti, world leader in professional video text, 
Matra, builder of the VAL automatic metro system, medium range 
air-to-air missiles and Euclid software. 

Jean-Luc Lagardere, boss of re-privatised Matra, the diver- 
sified high technology group which has a contract for launch 
supervision and satellite tracking computers at China s Xian space 
centre, attributes his firm's success to technological skill and inter- 
national alliances. China's launch of Matra scientific satellites for 
experiments in micro-gravity is an example. Lagardere heads the 
unusual alliance of Matra and Hachette, now the world's fourth 
largest media conglomerate. Lagardere who says John Wayne is 
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his hero, typities a new kind of dynamic 
French business leader, committed to di- 
versification. In a recent interview he said 
enterprises should be constantly rejuve- 
nated and were doomed if they aged. 

Saint Gobain, the glass and pipe manu- 
facturer, returned to private ownership in 
1986, is No. 2 in the world for automotive 
and building glass and in cast-iron water 
pipes. SNECMA, the state-owned aero-en- 
gine firm, makes 25% of the capitalist 
world's civilian and 13% of its military air- 
craft engines. 

Presence in the Asia-Pacific region of 
these and other French firms varies. So 
does their degree of interest in expanding 
relations — though the desire for trade is 
universal, attitudes vary from the scepti- 
cism of Saint Gobain ("We watch these 
markets very closely; but we've been 
watching them for years!) to optimism and 
confidence that today's successes herald 
much bigger things to come. Some big 
firms, like L'Air Liquide, have been estab- 
lished in Japan since early this century. 
Michelin (one of the biggest tyre and wheel 
manufacturers in the world, inventors in 1889 of the replaceable 
bicycle tyre and in 1946 of the revolutionary radial tyre) has a 
major manufacturing joint venture in South Korea. Rhone- 
Poulenc (chemicals), Roussel-Uclaf (pharmaceuticals) are also 
among firms very active today in Japan. They are quoted as 
examples in a recent interview with the Paris weekly L'Express by 
Akio Morita, head of Sony which represents the aircraft builders 
Avions Marcel Dassault-Breguet Aviation and Aerospatiale in 
Japan. Over 20% of civilian helicopters sold in Japan come from 
Aerospatiable and Sony has sold the Dassault 900 jet to the 
Japanese maritime security agency which has chosen it as its 
new reconnaissance and life-saving aircraft, Morita pointec 
out. 

Less than 20 years ago telephoning in, from and to France 
could be difficult. Getting a new telephone installed was a slow 
process. In the 1970s everything changed. Today France has one 
of the most modern telephone networks. Deregulation is sweep- 
ing away old blockages to progress. French Telecom is rep- 
resented round the world in a drive to display French products 
and technologies in foreign markets. The Southeast Asia division, 
created in 1980, has offices in Jakarta and Singapore. With the 
promotion of French Telecom, they are active in technical coop- 
eration, training, network planning, operations and maintenance 
Operational since 1986, the Peking office coordinates and deve- 
lops telecommunications cooperation between France and 
China 

Since 1986, the French telecommunications industry has won 
a number of major contracts in Asian markets. In Thailand, Alcatel 
is supplying systems to modernise exchanges; Les Cables de 
Lyon is building subscriber loop networks and Sri Lanka has cho- 
sen French digital switching equipment for the expansion of its 
telephone network. 

Marseilles is now connected to Singapore by the 13,600 km 
SEA-ME-WE system using analogue transmission on coaxial ca- 
bles. Five of its eight segments — 80% of its total length — were 
supplied by the Submarcom division of Les Cables de Lyon and 
Alcatel CIT. This is the first great submarine cable across the In- 
dian Ocean. France was the biggest contributor to the US$408 
million cost, with 20%, followed by Singapore (19%) and Saudi 
Arabia (17%). 

Major industrial sectors and their present trade and/or man- 
ufacturing links with Asia and the Pacific from the Indian subconti- 
nent to Australia and New Zealand are treated separately. Al- 
though the emphasis is inevitably on state of the art technology 
the still preponderant role of French traditional exports: cham: 
pagne, cognac and other wines, perfumes, beauty and toile! 
preparations, fashion and a dazzling variety of luxury goods is 
given merited attention. @ 
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MERLIN GERIN - LOOKING AHEAD 





The last ten years have seen 
the technical and economic 
transformation of the electri- 
cal industry 

Technological breakth- 
roughs have been made in: 
magnetic materials; semi- 
conductor materials; insula- 
tion; composite materials: 
scientific calculation; com- 
puter aided design; compu- 
ter aided management; digi- 
tal electronics and laser 
technology - and all of these 
Merlin Gerin has harnessed 
in the development and ma- 
nufacture of exciting new 
electrical products. 

As we head forthe year 2000, 
even the latest products and 
services will be revolutioni- 
sed by further new techni- 
ques and technologies 
Already — electrotechnology 
and electronics are indivisi- 
ble, and no device can now 
be designed without consi- 
dering the whole functional 
environment in which it ope- 
rates 

Superconductivity, optoelec- 
tronics, automated quality 
control and hybrid structures 
will offer further possibilities 
to those already achieved by 
evolution in materials and 
manufacture. 

The 20000 people of the 
Merlin Gerin Group are devo- 
ted to staying one step 
ahead in their chosen voca- 
tion... 

mastering electrical 
power. 
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Jean VAUJANY 
Chairman and Chief 


Executive Officer 





mastering electrical power 
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French chemicals 
expand to win markets 


ha ince the French chemical industry underwent major restruc- 
turing in 1981-83, it has been fast catching up with more 
showy sectors of the economy like aerospace, nuclear power and 
the railways. 

The stronger international role of bigger French chemical firms 
has been due partly to growth; last year satisfactory results largely 
outweighed disappointments and anxieties, the Union of Chemi- 
cal Industries said. Production grew 3.1% by volume, with ex 
ports up 4.4% and imports up 8.8%. 

French firms have also been buying their way to the top: 
Rhone-Poulenc’s takeover of the agricultural chemical divisions 
of Union Carbide in 1986 made it the world’s third biggest con- 
cem in this field. Through several foreign acquisitions L'Air 
Liquide has become the world leader in industrial gases. 
Atochem, wholly owned subsidiary of the state-controlled Elf 
Aquitaine petroleum group, has made the extension of its interna- 
tional operations its main long-term objective and has practised 
an extensive joint-venture strategy. 

Atochem (1987 sales US$3.6 billion) exports to more than 97 
countries and has 35 plants, 22 in France, 13 abroad. Licences for 
original processes have been granted in more than 30 countries. 
Branches in Hongkong, Singapore and Tokyo show its dedica- 
tion to the Asia-Pacific market. 

Atochem Japan was created in 1984. It is a 100% subsidiary, 
operating as marketing company for chemicals made in France, 
mainly basic chemicals, fine and speciality chemicals and some 
plastics. Since 1970, a 50/50 joint venture with Showa Denko has 
been developing the Celuka process for producing thermoplas- 
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Chip making: need for super-pure gases. Tazas instrument 


tics, structural foam profiles used in the building, transport, furni- 
ture and advertising industries. This was the first of 50 licenses for 
the Celuka process. One was granted this year to Lucky Ltd, 
chemicals division of Lucky Goldstar, a major South Korean in- 
dustrial aroup. 

Nihon Rilsan. created in 1969, is a 50/50 joint venture be- 





CGM, France’s first shipping group 
operates regular container services 
from East Asia to Europe and the 
Middle-East. The areas presently 
covered are Indonesia, Bangla-Desh, 
Vietnam. 

As a member of the European Con- 
sortium ScanDutch, CGM is also 
present in China, Japan, South Korea, 
Taiwan, Thailand, Hong Kong, the 
Philippines, Singapore and Malaysia. 
Information on CGM's worldwide 
services can be obtained by con- 
tacting : 


CGM (ASIA 

70 Shenton Way # 04-2B 

Manna House 

SINGAPORE 0207 

[cl.: 2205681 - Telex : 34354 

CGM PARIS 

Head Office Siége Social 

Tour Winterthur Cedex 18 

92085 Paris-La Defense 

Tél. : (1) 49.03.70.00 Telex: 630387 


CGM 
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Compagnie Générale Maritime 











After 20 years of activity in chemicals 
and a 2 year restructuring programme, CdF Chimie, a French company 
with FF 20 billion of revenue on a worldwide basis, 
now has a new name, Orkem. 
The name Orkem is fast becoming synonymous 
with the group's vast knowledge, experience and expertise. 
The symbol is recognized and respected 
by other professionals in the field. 
Behind the name Orkem are four specific areas of expertise. 


Chemistry, with applications in numerous industries: 
packaging, insulation, composite materials, glues, adhesives and resins. 
Fertilizers: today, Orkem is the second largest 
European producer in this field. 





Inks: the group ranks high among the key worldwide producers, 
through the association of Lorilleux and Coates of Britain. 


Paints: today, Orkem i is the leading French producer. 







Today, Orkem is the latest major 
French company, and is determined to become an established - 
name in worldwide chemistry. 
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en Atochem and Toagosei, me 
ting powders produced in France and platamid copolymers 
velts) for the textile industry made by Deutsche Atochem- 
rke, Atochem's West German subsidiary. 
iis year and last has seen a proliferation of licensing arrange- 
| in Japan, Korea and China: by a recent agreement 
tochem and Nippon Goshei (part of Mitsubishi) will join forces in 
eveloping a second generation of ethylene-vinyl alcohol poly- 
ners to be marketed as a joint effort and used in long-life food 
ackaging, squeezy sauce bottles etc. Toray, since 1981 
\tochem’s partner in developing and selling Rilsan polyamides 
1 and 12, have now enlarged cooperation to Pebax block 
opolymers. 
` In 1986, Atochem and L’Air Liquide announced that their Ja- 
anese joint subsidiary Shin Sanso Kagaku in which Dai Nippon 
nk Chemicals owns 50% to their 25% each, is building a hydro- 
.gen peroxide factory at Tomakomai (Hokkaido), using the pro- 
cess technology of Oxysynthese, a joint subsidiary of the two 
French firms, at Jarrie, near Grenoble, the biggest hydrogen 
- . peroxide unit in the world. 
_. In South Korea, Atochem and Oriental Chemical Industry this 
-year formed a 50/50 joint venture to build a hydrazine hydrate 
plant, due to produce from 1990. It will supply the growing Asian 
. « market for blowing agents. 

= An agreement licensing Anhui International Trust & Invest- 
ment Corp. in China to operate Atochem's PVC microsus- 
.pension process — probably the most advanced of its kind in 
_the field — was concluded in May this year. Goodyear (US), 
Toyo Soda (Japan) Lucky Ltd (South Korea) are among other 
-licensees. 
Rhone Poulenc, France's biggest chemical and pharmaceuti- 
cal company (1987 sales US$10.5 billion), which just missed 
- privatisation under the conservatives last year, has important 
_ Asia-Pacific connections. In Japan, where it has invested heavily, 
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lium, in which itis also world leader. 

In August Rhone-Poulenc and Toyobo of Japan invested 
US$39 million to enlarge production at Nippon Magphane, their 
joint subsidiary at Tsuruga. 

With its acquisition of Union Carbide's agro-chemical divi- 
sions, Rhone-Poulenc has reached what it considers the critical 
scale for successful operation in the field. Already its formerly 4% 
share of the Southeast Asian market (without Japan) is rising (from 
1% to 18% in Indonesia, 4% to 14% in the Philippines and 2% to 
5.2% in Thailand. 

L'Air Liquide (1987 sales around US$4 billion) is the world's 
largest producer of industrial gases. Founded in 1902, it had a 
branch in Japan by 1907. It has successfully weathered world 
convulsions and is today in the forefront of technological ad- 
vance. Its expansion programme aims principally at strengthening 
its positions in Europe, US and Japan. Its has branches through- 
out the region: South Korea, Taiwan (since 1987), Hongkong. 
Malaysia, Singapore, Brunei and, from Australia, Papua New 
Guinea and New Zealand. 

Today L'Air Liquide is concentrating on Far Eastern markets 
and on specialised gases for high technology and pharmaceuti- 
cals. Its recently created research centre at Tsukuba University in 
Japan has enabled it to train and bring its own Japanese experts to 
Silicon Valley in California. Today's (and tomorrow s) miniaturi- 
sation in electronics depends on “super-pure” gases and has led to 
the need for a new type of "supplier-customer" confidence. In 
space technology (AL is a shareholder of Arianespace, the Euro- 
pean satellite launch consortium), L'Air Liquide provides a full 
service: both the engineering and the gases for the cryogenic 
third-stage of the Ariane rocket. € 





CIC GROUP 


A MAJOR FRENCH BANKING GROUP 
SERVING REGIONAL AND MULTINATIONAL 
CLIENTS IN ASIA PACIFIC 
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Total Assets: 62,869 million USD - Stockholder's Equity: 1,552 million USD 
Total Deposits: 26,761 million USD - Net Income: 115 million USD 
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BRANCH 


CIC-UNION EUROPEENNE, INTERNATIONAL ET CIE 
36 ROBINSON ROAD - 11-01 CITY HOUSE - SINGAPORE 0106 
TLX: RS 29070 


General Manager: Olivier SEIGNEUR 
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TELEX: TX 35E. 


Pioneer, world leader, SAGEM is 
again on the edge of innovation in 1987 
with its new range of telex terminals: 
TX 35E, 4 versions + interfaces, from 
the most cost-effective to the most 
sophisticated. 

The key word is modularity, differ- 
ent screens, storage capacity, serial 
port for computer to be connected to 
telex network, punch and reader mod- 
ule and a 3"! disc. 

Every second minute one telex 
machine leaves SAGEM factories. 


TELETEX: TCX 2000. 


Electronic mail for the future avail- 
able today. SAGEM teletex terminals 
offer 3 main functions. 
~ Access to the international TELETEX 
network. 

-Access to the international TELEX 
network. 

- Professional word processing easy 
and simple to handle. 

All models of the SAGEM range 
with either 2 disc drives or with one 
disc and one 10 MByte hard disc, de- 
pending on the traffic and the amount 
of documents to be processed. 





TELEX MESSAGE HANDLING 
SYSTEM. 


^ range of telex message handling 
system allowing, from PC or videotex 
terminals, transmissions, reception, 
filing as well as selection and re-route 
ing of telex messages. 

TRANSTEXT SAGEM telex mes- 
sage handling system are more specifi- 
cally for companies with high telex 
traffic, whishing to decentralize this 
function and to render it available to a 
maximum of users, They are the more 
often as an addition to specialisec 
and centralized services 


‘Re 


All these products are distributed and maintained by SAGEM with 15 sub- 
sidiaries, joint ventures or companies working under licence, along with [65 represen- 
tative offices in 90 countries. 


SAGEM: COMMAND OF HIGH TECHNOLOGIES. 


World's finest manufacturer of V.D.U. telex terminals. Europe's first manufacturer 
of inertial navigation systems, as well as the European manufacturer of bubble 


memories. 


RESULTS. 


SAGEM is a French Company S.A. with French capital. 
In 1986, its turnover amounted to 4,472 million Francs, this represents an average 
I9% increase per annum for over the past 10 years. It has achieved exports of 1035 


million Francs. A quarter of its total activity was exported in 1986, to H3 countries. 


TELEX AND OFFICE AUTOMATION DIVISION 
6, avenue d'léna — F — 75783 PARIS CEDEX | 
Tel.: 33 (1) 40706363 - Telex: 614528 F — Teletex: 933 - 142912370 = SAGEM TB — Fax: 33 (1) 4720 39 46 
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Pechinev's triple role 
in Asia and the Pacific 


Lore famous as one of the world’s great producers of 
aluminium, Pechiney (consolidated turnover in 1987 about 
US$6 billion) is today a diversified basic materials supplier, with a 
world-wide network of factories applying state of the art technol- 
oqy to traditional raw materials and new materials like aluminium- 
lithium alloys and technical ceramics. Most aircraft flying today 
are powered by turbines with blades manufactured in the US or 
Europe by Howmet Corp., a US subsidiary of Pechiney, two 
thirds of whose business is done outside France. 

In Australia in 1985, Pechiney invested US$1 billion in a 35% 
interest in the aluminium smelter at Tomago, near Newcastle. 
Alumina is obtained from Pechiney's share in the production at 
Gladstone, Queensland. Pechiney also has a 40% interest in a sili- 
con unit (9,000 tonnnes a year) at Electrona, Tasmania which 
started up in August 1987, a joint venture with Pioneer Concrete 
Services. Markets are Australia and New Zealand where demand 
has been stimulated by the Tomago aluminium development. 
Japan is also a market, as it produces no silicon itself. 

Pechiney is one of the most successful European operators in 
Japan, both commercially and industrially. Annual sales total 
about US$280 million. With offices in the Mitsui building it works 
directly through its distributors — an advantage which took 15 
years to achieve. "We have to work with Japan because it is an im- 


Coanac sets a record 








portant and quality market which we cannot ignore. There's no 
point in getting worked up," an executive said about some nega- 
tive French reactions to Japanese idiosyncracies. 

At Nagahama on Shikoku island, Cezus Japan (a 100% sub- 
sidiary) is building a zirconium tube factory, due to start produc- 
tion in mid-1988 and one of two joint ventures dating from the 
1970s, at Osaka, manufactures turbine blades with Komatsu. The 
other, near Narita, on the Chiba peninsula south of Tokyo, makes 
permanent magnets, in association with Kawasaki Steel. 

Commercial representatives in South Korea, Hongkong, 
Taiwan, Singapore, and the Philippines handle business for the 
commercial wing: Pechiney World Trade, with regional head- 
quarters in Tokyo. Thailand is served by a (non-exclusive) agent. 
Singapore is the operational base for the Asean countries. Japan, 
South Korea and Taiwan, the countries with real industrial take- 
off, are the main markets for Pechiney's products. 

India and China are sales areas for Pechiney World Trade but 
the main factor is technological cooperation. At Orissa, a 20 year 
contract as technical adviser to Nalco, the Indian state aluminium 
producer, is just ending. Minority interests in private Indian con- 
cems include Mahendra of Bombay. Pechiney has no joint ven- 
tures in China. In January 1987 a sales contract was signed with 
the factory at Heijin, in the province of Shanxi for Pechiney's 
alumina technology, the only one in the world applicable to the 
diaspore bauxite found in China (and Greece). Indians, Chinese 
and Japanese are being trained in France and technology has also 
been sold to the Japanese. Mitsui, with which Pechiney has close 
relations, is now an associate in Eurocel in Normandy (electrolytic 
copper sheets). @ 


other soft drinks. In China, where some 2 
million of the 9.7 million bottles shipped 
to Hongkong finished up last year, it is 


A is often in mind at Cognac, sanc- 
tuary of French liquid gastronomy, 
home of the world's most sought-after 
brandies since the 18th century. Today, 
Japan, Hongkong and Singapore are, 
after the US and Britain, the biggest cus- 
tomers for cognac in its knock-down and 
drag-out battle with Scotch whisky for 
first place in the hearts and stomachs of 
the world's drinkers. 

Recently the mood of the men of Cog- 
nac has been one of celebration. Be- 
tween September 1986 and August 
1987, they dispatched 157 million bot- 
tles, beating their previous record of 151 
million in 1979-80. Of 13 million cases of 


one dozen 70 cl bottles shipped from 
Cognac, 11 million were exported, only 2 
million staying in France — a 9.5% in- 
crease over the previous year. 

The only black spot is the home mar- 
ket, down by 3% at 11 million bottles. 
The consumption of spirits is falling 
slightly in France under pressure from 
government anti-alcohol compaigning. 
Cognac and other digestifs are particu- 
larly hard hit. 

Chesterton's Noah said “I don't care 
where the water goes if it doesn t get into 
the wine." But what about cognac? Of the 
33 million bottles sold last year in the US, 
much was guzzled with Coca-Cola and 


customary to water French brandy and 
drink it at table with meals. 

This recalls the origins of cognac and 
how it used to be drunk in the 17th Cen- 
tury when low grade wines of the 
Charente region were distilled and ship- 
ped as brandy to England. There, con- 
noisseurs added water and the noble fluid 
was drunk as a light, refreshing drink, the 
way the Chinese like it today. In those 
days whisky was for "the people," cognac 
for the rulers. From imperial Britain, the 
cognac and water (or soda) fashion 
spread eastward to India and the Far East, 
laying the foundations of France's pre- 
sent-day markets. 





29 SEPTEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 


Fine foods deserve Vittel. 
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Vittel natural mineral water is pure and light. Connoisseurs of French gastronomy will find that Vittel's distincti 
taste enhances the flavour of food and wine. Well known since 1854, Vittel is enjoyed in over 70 coui 


Grande Soun 


HERMES will carry Europe into 
space and Matra Espace will be 
on board. Already, Spacelab 
marked Europe's confidence in 
Matra Espace as a prime partner, 
capable of mastering the chal- 
lenges involved in on-board and 
ground system computers. 

Once more, in choosing Matra 


All aboard. 


Espace, Hermés has opted for 
reliability and experience. What 
better proof than Ariane: 24 suc 
cessful flights, and a zero-defect 
track record for the Matra Equip- 
ment Bay. All aboard! Today the 
countdown is underway for the 
all-European manned space pro- 
gram. Tomorrow is already here. 


Write to us at Matra Espace 
P.O. Box 1- 78146 Vélizy Fri 


Together 
we'll make space ou 





ARTS & SOCIETY PHILIPPINES |- 


A fool and her Monet 
are soon parted... 


By Margaret Scott in Manila 


I" Marcos' pride and joy, the Old 
Masters paintings, were hauled out of 
storage this summer and strapped to the 
walls of the Metropolitan Museum of 
Manila. Titian, Canaletto, Bellini, Bot- 
ticelli, the titans of the Italian Renais- 
sance, or so the museum’s labels read, 
were on exhibit once again. But those 
aintings are fake, despite what the 
abels say, according to the best guesses 
of art connoisseurs and art historians 
specialising in Old Masters. Two-and-a- 
half years after the Marcoses fled, fact 
still competes with fiction when it comes 
to the art collection Mrs Marcos built. 

Fiction had it that Mrs Marcos was a 
grand art collector, acquiring beautiful 

aintings as a testament to her taste. 

e fact is she often was duped, hood- 
winked by dealers. She bought paint- 
ings (Monets, Picassos and Renoirs) the 
way she bought shoes and jewellery, in 
reckless sprees. 

The saddest thing, though, is that the 
Philippine Government does not have a 
clue as to where most of the paintings 
are, does not really know which of the 
missing ones are valuable and which are 
worthless, and has scant chance of re- 
couping any of the millions spent. What 
began as a righteous treasure hunt back 
in February 1986 has uncovered a 

athetic bounty, two parts of which were 
ound but one part of which isstill missing: 
» The first find was the Old Masters 
collection of 75 paintings. Curators and 
art experts have dismissed the paintings 
as bogus, but they are still exhibited as 
authentic because the government has 
never arranged for a formal evaluation 
of the collection. 
» The second find is made up of 24 
paintings out of a list of 176 the Philip- 
pine Government uses as its inventory 
of Mrs Marcos’ buying sprees. Those 
paintings are entangled in three sepa- 
rate legal proceedings in the US and 
France. The 24, which were found in 
France, have been in the custody of the 
US Justice Department since May, 
awaiting White House approval to seek 
an indictment of deposed president Fer- 
dinand Marcos and his wife on charges 
that they used Philippine Government 
funds to purchase art and US real es- 
tate, concocted elaborate schemes to 
conceal their ownership and then at- 
tempted to sell the assets and evade 
taxes. (Two other paintings also have 
been found: one in New York and one 
in Italy.) 
» The largest and most valuable part 
of the would-be treasure trove has dis- 
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A rogues’ gallery: page 87 





appeared altogether. No one knows | 


where 150 of the 176 paintings are and 
the Philippine Government does not 
have the funds to continue the search. 


Meanwhile, in an investigation «s - | 
Ip- 


rate from that conducted by the Phi 
ine Government, the Florence Tax Po- 
ice on 12 September filed three sets of 
criminal charges against Florence art 
dealer Mario Bellini, who figured prom- 
inently in the creation 
of Mrs Marcos’ art col- 
lection. This marks the 
first time anyone con- 
nected with Mrs Mar- 
cos' paintings has been 
criminally charged. 
The charges against 
Bellini, an elegant 
and controversial con- 
noisseur, spring from 
a painting Mrs Marcos 
claimed was a Michel- 
angelo and for which 
she apparently paid 
Bellini US$3.5 mil- 
lion in 1983. Italian 
authorities tracked 
down the painting 
in Venice and have 
impounded it for use 
as evidence in Bel- 
lini’s trial, which has 
been set for February 
1989. 








rtfor vanity's sake. 


|l St Scholastica’s 





"When we saw the list of the paint- 
ings she supposedly bought and how 
much she supposedly paid for them, 
people laughed. She had overpaid and 
some of the attributions were highly sus- 
ect. It seemed sadlv clear that the 
hilippine Government — even if they 
found all the paintings and then sold 
them — would never be able to recover 
all the money she spent," said Lowen- 
thal. 

By February 1986, when her hus- 
band’s 20-year rule finally collapsed, 
the task of retrieving Mrs Marcos’ art 
collection, long considered a literal 
rogues’ gallery, held an hallowed spot in 
the crusade to retrieve what the Mar- 
coses had pillaged from the Philippines. 

The crusade’s first foray took place 
in Manila. Young, uniformed girls from 
ollege surrounded the 
Metropolitan Museum building on 
Roxas Boulevard, forming a human 

cordon to prevent any 


Marcos hangers-on 
from spiriting away 


the art Corazon 
Aquino, then barely 
president, authorised 


the impounding of 
the artwork. At the 
Same time, earnest 


volunteers rummaged 
through rubbish bins 
at Malacanang Palace, 
sifted through files and 
piles of receipts, dili- 
gently compiling what 
eventually grew into 
the list of 176 paint- 
ings. This list formed a 
kind of map for the art 
search which is now the 
responsibility of the 
Philippine Commission 
on Good Government 
(PCGG), established 


to recover monev and 


Nobody involved in the art search, | assets illegally held by the Marcoses and 


which has spanned three continents and 
led to a labyrinth of shady characters 
and business deals, will wager that the 
Philippine Government will ever recoup 
any of the money spent, estimated at 
US$15-20 million. The most anybody 
hopes for is that the nuggets of informa- 
tion collected during the search for the 
24 paintings may play a crucial legal role 
in proving that the Marcoses are guilty 
of fraud and conspiracy. 

"After the Marcoses went into exile 
and the Philippine Government started 
hunting for Imelda’s art, there was a lot 
of interest in the art world." said Connie 
Lowenthal, an art historian in New 
York who runs International Founda- 
tion for Art Research (IFAR), which 
specialises in indentifving stolen and 
fake art. "Our general reaction was that 
she had been had. She obviously didn't 
know what she was doing." 





those associated with them. 


ased on records and interviews, 
Mrs Marcos' serious art buying be- 
gan in 1977. It was in February of that year 
that Mrs Marcos, still an ingenue in the 
sophisticated world of art collectors, ac- 
quired the Old Masters collection from 
Bellini. Records dredged out of Philip- 
pine Government files show that Bellini 
may have received US$8.3 million for 
the canvasses which a curator at a Los 
Angles art museum imagines "Bellini 
got some clever nuns to paint for him." 
The ingenue turned into a notorious 
if somewhat gullible art collector, amass- 
ing millions of dollars in receipts and 
hundreds of canvasses which were the 
subject of gossip from Makati to Man- 
hattan. Receipts now with the PCGG, 
some of which were found in rubbish 
bins in the palace, show that by the early 
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1980s Mrs Marcos was a 
puer at two Manhattan 
galleries owned by Ar- 
mand Hammer, the chair- 
man of the Occidental Pet- 
roleum Co. 

On the bottom of a 
handwritten receipt from 
one of the galleries, the 
Hammer Galleries, is this 
message: "All paintings 
rec'd in good condition the 
above prices are special 
prices authorised by Dr Ar- 
mand Hammer for Mr & 
Mrs Marcos." That day, 
the Marcoses had bought 
12 paintings from Hammer 
for a total of US$3 million. 
Altogether, according to 
the receipts, 77 paintings 
were purchased from Ham- 
mer for a total of US$5 mil- 
lion. 

Occidental was involved in oil explo- 
ration in the Philippines until it pulled 
out in 1985. When Hammer came to 
launch the company's drilling, then pre- 
sident Marcos used the occasion to sign 
a decree granting additional incentives 
to projects which included Occidental s. 
Recently, Occidental submitted à new 
application to work in the Philippines. 

If a pattern can be determined from 
the puchases, it is that Mrs Marcos taste 
leaned towards the romantic and 19th 
century French painters. Indeed, on 
one day — 16 May 1983 — Mrs Marcos 

aid US$273,500 for 52 paintings by 

aule Gobillard, a little-known Frenc 
Impressionist. This fact drew snickers 
from the gallery set in New York, ac- 
cording to Lowenthal of IFAR. 

"The Hammer Galleries must have 
had a very large inventory and been 
very happy to find a customer like Im- 
elda Marcos. They must have convinced 





Resurrection with Two Angels : Old Master or new fake? 


her that collecting in ea was what 
fine collectors do. And then they con- 
vinced her that in-depth collecting of an 
artist nobody had ever collected before 
was what she should do," said Lowen- 
thal speaking from New York. 

In 1986, the PCGG asked the IFAR, 
which publishes a magazine listing art 
believed to be stolen, for assistance in 
its search for the missing paintings. "We 
tried to help but the information was so 
sketchy," Lowenthal said. Eventually, 
IFAR Reports published a list of 11 of 
the paintings as stolen, adding that the 
entire PCGG list of 176 was available to 
anyone interested. 

Richard B. Kendall, an attorney for 


the PCGG in Los Angeles, said: 


| “Slowly we realised that looking for the 


paintings was turning into a wild goose 
chase." For Kendall, that moment oc- 
curred when the PCGG finally gained 
access to Mrs Marcos' 66th Street town- 


Imelda Marcos’ museum: 
only a hall of mirrors 


mong the Marcos spoils, the Met- 
ropolitan Museum of Manila ranks 
as one of the more disappointing inheri- 
tances. For all its supposed endowments, 
considering it was the brainchild of Im- 


elda Marcos, the museum’s sole posses- | 


sion turned out to be a series of 24 con- 
temporary prints. 

“By the time we figured out what all 
the documents meant, we realised the 
museum was nothing but a shell," said 
Felice Santa Maria referring to the days 
after the Marcoses went into exile and a 
new regime took over the museum with 
Santa Maria as its president. 

In 1976, Mrs Marcos had the char- 
coal coloured concrete museum built as 
the first showpiece of what was to be- 
come her cultural complex beside Mani- 


la Bay. She left behind a museum which 
had no funds of its own with which to 
purchase a public collection, and a 
tangle of documents which seem to show 
that the museum was used as a clearing- 
house for Mrs Marcos’ private collection. 

“We inherited a building, not a 
museum. So we started from scratch and 
decided we didn’t want a museum filled 
with foreign things. We wanted it to be 
about our Filipino culture,” said Santa 
Maria. 

Thus began the museum’s new, pat- 
riotic era, launched this summer with an 
exhibition of the paintings of Juan Luna 
and Felix Resurreccion Hidalgo, the 
Philippines' most famous pair of paint- 
ers. The exhibition commemorates Luna 
and Hidalgo's winning of two medals at 
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house and the Olympic To- 
wers condominiums traced 
to the Marcoses. “All the 
walls had already been 
stripped bare,” he said. 
Ernesto Medina, who 
helped the PCGG in New 
York and was among the 
group which entered the 
Olympic Tower's flat, did 
find a painting called Sweer 
Peas by Henri Fantin- 
Latour wrapped up in 
white blankets and stuffed 
under the bed in the maid's 
uarters in one of the 
Iympic Towers flats. 
With only one painting 
to show for its efforts, the 
PCGG put advertisements 
in art journals and sub- 
poenaed the records of art 
galleries, but nothing 
turned up. Then in March 
1987, a reporter from the Australian 
segment of 60 Minutes Plus, the TV 
news magazine, contacted Kendall to 
say he had an informant who had trac- 
ed some of the missing paintings to 
the Saudi Arabian financier and arms 
dealer Adnan Khashoggi, infamous for 
his help in financing some of the US 
arm sales to Iran in the Iran-Contra 
scandal. 


he Marcoses and Khashoggi had a 

long and cosy history; he has a flat 
three floors above the Marcoses in 
Olympic Towers and now claims that the 
Marcoses had sold him the four New York 
properties that are the mainspring of the 
legal cases pending against the Mar- 
coses. 

Kendall agreed that the PCGG 
would pay the informant if the tip led to 
the recovery of the paintings. Kendall 
and the TV crew went off to France, 


the 1884 National Exposition of Fine 
Arts in Madrid. 

There could be no better pair than 

Luna and Hidalgo for the formal debut 
of the new Metrepolitan. Back in 1884, 
their victories made them instant na- 
tional heroes for they had competed 
against their colonisers and won. Luna’s 
gold medal for his grandiose canvas call- 
ed Spoliarium made him the darling of 
the ilustrados, the “illuminated,” which 
referred to the colony’s educated elite. 
Luna’s victory also cast him as the cham- 
pion of the political ilustrados — such as 
Jose Rizal and Gregorio Del Pilar — the 
agitators against “Mother Spain" for in- 
dependence. 
Rizal eulogised Luna’s victory as a 
victory for Indios Bravos, an intention- 
ally antagonistic phrase meaning brave 
native which Rizal coined to describe 
Filipinos pushing for independence. The 
victory, said Rizal, inspired in all 
Filipinos the zeal to fight for freedom 
and democracy. 
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where the paintings were supposed to 
be and where Khashoggi also owns a 
home. They never found any paintings, 
but they did entice the US Justice De- 
partment, the FBI, customs officials 
and the d duis into launching an 
investigation. The tip turned out to bea 
good one. Earlier this year, 15 paintings 
were found in a Paris warehouse used by 
Khashoggi and then Khashoggi himself 
turned over another nine to a French 
magistrate. In turn, all 24 were sent to 
the Justice Department. 

The find is important for both the 
PCGO:'s civil case and the US Govern- 
ment's pending criminal case. Both re- 
volve around proving the four New 
York properties, said to be worth 
US$350 million, were purchased by the 
Marcoses. Khashoggi claims ownership 
through a series of Panamanian com- 
panies of which he possesses bearer 
shares. However, court documents re- 
lating to. the cases show that inves- 
tigators believe that Khashoggi's own- 
ership claim is based on fraudulently 
backdated transactions and that he is 
merely posing as the owner for Marcos. 
Khashoggi also claims that the 24-confis- 
cated paintings are his, saying he owns 
them through a Panamanian company 
called Interconsult. 

“We have the paintings. We have 
Khashoggi's claim of ownership and it is 
the same pattern as in the real-estate 
deals," said Kendall. "The significance 
of the paintings is that we can show an 
elaborate scheme was put together 
which shows foreign transport of stolen 
property. It will be difficult to explain 
away. If we can prove fraud with the 
paintings and then prove the real-estate 
transactions follow the same pattern, 
then we are further along in proving 
fraud in the real estate. That is what we 
are really after." 
since the PCGG considers the New 


The legend of Luna, though, has ig- 
nored the artist's volatile, violent per- 
sonal history (he shot his wife and 
mother-in-law in Paris but was acquitted 
by a French court). Over the years 
Hidalgo, disinterested in Rizal's coterie 
of political activists, became an after- 
thought. 

Combining nationalism and history, 
the museum gathered together Luna and 
Hidalgo's paintings, exhibiting them as a 
group for the first time (including 
Luna's portrait of his wife with an expla- 
nation that the artist later shot her). The 
exhibition, also launches what is to be 
the museum's Philippine Art Program- 
me. Next year, for example, there will 
be a large exhibition of another renown- 
ie Filipino painter, Fernando Amor- 
solo. 

The Metropolitan Museum's new 
style has apparently found favour in 
Manila. The museum which was re- 
sented in Mrs Marcos’ time has never 
had more visitors. — Margaret Scott 
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York properties the mother lode of 
their quest and since the commission | 
has increasingly become ensnared in 
charges of incompetence and corrup- 
tion, the search for the rest of the paint- 
ings was stalled long ago. “In the panth- 
eon of the wrongs that the Marcoses 
committed, buying all those paintings is 
somewhere below the real estate but |. 
way above the shoes. The PCGG | 
doesn't have the resources to do any- | 
thing," said Kendall. i 
Despite the word of experts that 
most of the Old Masters collection is 
fake, there has been no investigation 
into the purchase. The London-based art 
auction house Christie’s, retained by 
the PCGG, has yet to give an appraisal 
of the collection. Stephen S. Lash, a | 
vice-president in Christie’s New York 
office, contacted over a four-week period, 
refused to answer questions about how 
Christie’s views the Old Masters. : 
However, Everett Fahy, whorecent- | 
ly became the curator of European 
paintings for the Metropolitan Museum 
of Art in New York, has said that he be- 
lieves at least 60 of the 75 paintings were 
by unknown provincial 18th century art- 


ists or were 19th century copies. Fahy be e 


offered this judgment when asked by 


The New York Times in 1986 to give his | : ye sc | F 


opinion of the Old Masters collection. 
Fahy also believes that the attributions 
of nine other paintings are questiona- 
ble. Fahy placed the worth of the collec- 
tion at about US$200,000, possibly | 
US$300,000, depending on the value of 
a painting attributed to Titian. 

Quintin Doromal, the PCGG com- 
missioner who has overseen the search 
for the art work, said: “Are we sup- 
posed to prove one way or another that 
those paintings are fake? I suppose we 
should if only for the good of the | 
museum, but it is not a priority.” 

The PCGG has not contacted Bel- 
lini, though in the commission’s files in 
Manila there are copies of what appears 
to be a sales contract with Bellini which 
states that he was to be paid US$8.3 mil- 
lion. No receipt for the payment has 
been found. 

Charles La Bella, the assistant US at- 
torney in charge of the US Govern- | 
ment's criminal investigation of the | 
Marcoses, said the US investigation has 


been so preoccupied with untangling | * 


the real-estate web there has not been 
time to investigate Bellini. i 
Word of Bellini’s dealings with Mrs | 
Marcos sparked the Florence Tax Police | 
investigation, which concluded with the 


12 September charges against Bellini of | i 


illegally acquiring foreign currency, 
hoarding foreign currency abroad and 


exporting a painting in violation of a mo 


1939 law prohibiting the export of Ita- | 

lian antiquities. If convicted, Bellini 

faces a prison term of several years. 
Italian sources said that the tax po- 


lice investigation failed in its attempts to | - 
trace the origins of the sale of the Old | Hesofs 
Masters collection, though Italian au- | |... 
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thorities also believe the majority of the 
paintings are bogus, probably painted 
by a notorious Florentine painter of 
fakes who died a couple of years ago. 
Perhaps as many as five of the Old Mas- 
ters, though, may be historically valu- 
able as 18th century period paintings, 
according to Italian authorities. Hence 
the charges revolve around a painting 
called Madonna and Child attributed to 
Michelangelo. 

The PCGG found notes made by 
Mrs Marcos’ personal secretary show- 
ing that Bellini was paid US$3.5 million 
for the painting. Italian authorities 
claim Bellini made a false attribution, 
but the painting is nonetheless a valu- 
able one from the Michelangelo school. 

“My husband never received that 
money,” said Ariana Bellini, who was 
contacted in Florence. “We helped ar- 
range [the museum exhibit of] the Old 
Masters, we never sold them to Im- 
elda." She said it was a friendly arrange- 
ment, springing from a shared love of 
art. As for the sale of the supposed 
Michelangelo, Mrs Bellini said: “I 
would have loved to have been able to 
sell that. It would be beautiful." 

Arturo Luz, director of the Met- 
ropolitan Museum of Manila under Mrs 
Marcos, said he watched Bellini come 
and go. Luz was told that Bellini had set 
up museums in Italy, that he was an art 
historian. 








"You have to remember that the 
museum was an 
Malacanang,” said Luz. The Old Mas- 
ters arrived as the museum’s debut 


| exhibition. “She just brought them in 


with Mario Bellini one day and an- 
nounced: ‘Here is an important collec- 


— MÀ HH ÓÓ À Ha —  ——— 


extension of 


tion. It has been given on an extended 
loan.’ I felt duty-bound to exhibit 
them." The museum did, again and 
again. 

And still the museum exhibits them. 
"Until someone says they are fakes we 
are going to exhibit them as real," said 
Felice Santa Maria, now president of 
the museum. “I can't just arbitrarily say 
they are fake. I don't know why no one 
will just come out and say they are fake." 

When the Old Masters are not on 
display and until someone decides what 
to do with them, they hang on metal 
racks in the museum's second-floor 
storage room, tightly packed in with 191 
Yugoslavian naif paintings. 120 Russian 
icons and 207 pieces of Russian lacquer- 
ware. Kenneth Esguerra, the museum's 
registrar, checks the room's tempera- 
ture and humidity level and every three 
months he sends à report to the PCGG. 

Nothing much has changed in two- 
and-a-half years, except that somehow a 
slash about an inch long has appeared in 
the painting called Bust of a Bearded 
Oriental Man, attributed to the Italian 
master Giandomenico Tiepolo. The rip 
follows the eyebrow of the bearded 
oriental man. The carved wood frame of 
the painting also has split, and is now 
held together with masking tape. 
"Everytime I look at this one, I always 
think: let's hope they're fake,” Esguerra 
said. 
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AUTOBIOGRAPHY 


Hell at first-hand 


A Cambodian Odyssey by Haing Ngor with Roger Warner. Macmillan. US$28.95. 


uschwitz, Bergen-Belsen and the 

Gulag Archipelago are just a few 
names that quickly spring to mind when 
a list of 20th-century horror events is 
mentioned. If the contents of Haing 
Ngor's biography, A Cambodian Odys- 
sey, could be taken as a measure of 
human suffering, then the list should 
also include Tuol Sleng and other places 
in Cambodia, which greatly suffered 
under the leadership of Pol Pot. 

The book is, without doubt, one of 
the most emotive English-language 
biographies to emerge in recent years of 
life in Southeast Asia, and manages, 
without crossing the fine line which 
separates biography and fic- 
tion, to read like a novel. The 
following excerpt is an exam- 
ple of the moving writing: 

“It was one of those 
events that happen faster 
than its meaning can be ab- 
sorbed: a shiny new Peugeot 
on the far side of the river, 
driving down the riverbank. 
It drove into the water with a 
splash and floated forward 
slowly, until the river current 
spun it round and slowly 
took it downstream. There 
were people inside the car. A 
man in the driver seat, a 
woman beside him and child- 
ren looking out of the back. 
All the windows and doors 
stayed closed. Nobody got 
Out... 


CHINA 


". . . Gradually the car sank lower 
and lower until only the roof was above 
the water. We just stared, as the car set- 
tled lower and the waters closed over 
the roof. A rich family committing 
suicide." 


Readers who are undaunted by the | 


book's length — in all it is 478 pages — 
and work their way through it will be 
treated to much more than simply a 
gripping story: a first-hand account of 
what it was like 
days of the Indochina War while Viet- 
nam and the US competed for suze- 
rainty in Cambodia. 

The book describes how Cambo- 


- 
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A Khmer Rouge killing field. 


Still the second sex 


Personal Voices: Chinese Women in the 1980s by Emily Honig and Gail Her- 
shatter. Stanford University Press, Stanford. No price given. 


f the liberation of women is one of the 
oldest planks in the Chinese Com- 
munist Party's platform, it is probably 
one of the most scuffed and stepped- 
upon. The betrayal began as early as the 
1930s, when communist organisers 
realised that by insisting that men stop 
beating their wives and arranging the 
marriages of their daughters, they 
would have big problems winning over 
most of the peasantry. Even today, 
many officials find it inconvenient or 
impossible to enforce laws forbidding 
such practices. 
Despite all the blather about women 
"holding up half the sky," few have ever 
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made it into the ranks of the powerful in 
revolutionary China. One who did, 
Jiang Qing, wife of Mao Zedong, is 
hardly an example that would encour- 
age more affirmative action in the realm 
of power politics. 

Generally speaking, women's issues 
have been routinely e to economic 
and political concerns. Party rhetoric 
says women are liberated through par- 
ticipation in the labour force. But, when 
unemployment soared in the late 1970s 
and became a serious problem in the 
1980s, many economic planners urged 
women to stay at home. They were in- 
structed to seek satisfaction in being 


to live through the dark | 





dians were gradually sucked into the en- 
suing inferno, ultimately suffering loss- 
es equivalent, if not more, than those 
suffered by the Vietnamese, and how 
Buddhists like Ngor. who worked as 
an obstetrician and gynaecologist in 
Phnom Penh until its occupation by the 
Khmer Rouge, fared. 

Ngor also gives a detailed descrip- 
tion of the measures used by the Khmer 
Rouge to reform or eliminate those offi- 
cially regarded as "class enemies" of the 
revolution. His accounts of their torture 
methods, which he himself was the vic- 
tim of on three separate occasions, are 
particularly disturbing. 


ut one of the biggest surprises of A 
Cambodian Odyssey is the author 
himself. Ngor air o» to Thailand in 
1979, following the Vietnamese invasion 
of Cambodia. After working there as a 
doctor for a year, he made his way to 
2wosw"* [os Angeles, where he later 
played a part in the film The 
Killing Fields, for which he 
won àn academy award in 
1983 as best supporting 
actor. 

The ironic twist here is 
that Ngor played the part 
of a Cambodian journalist 
who worked as an assist- 
ant to a New York Times 
correspondent until 1975. 
But the suffering which 
Ngor actually endured is 
much deeper than that of 
the journalist he  play- 
ed. The reality of what 
occurred in Cambodia 
under Pol Pot is apparently 
too horrific to reproduce in 
colour on the big screen. 

— Larry Smeets 








good wives and good mothers to the one 
child allowed them by law, and to take 
part in the modernisation process 
through "scientific" management of 
household chores. 

This has come as a relief for some 
women. Since the Cultural Revolution, 
love, sex and attractive clothing have all 
come out of the closet to almost 
everyone's delight. A city woman with 
no need to work could happily, if vacu- 
ously, occupy her days reading romantic 
novels, perusing fashion magazines and 
going to aerobics classes or more 
likely though perhaps grudgingly — lin- 
ing up for groceries, washing diapers 


| and battling through the housework, 


Overall, the 1980s has been a decade of 
mixed blessings for China's women, 
though not always in their favour. Emily 
Honig and Gail Hershatter explain the 
reasons behind this in Personal Voices: 
Chinese Women in the 1980s. 

Honig and Hershatter, both US 
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scholars, lived in China from 1979-81, 
and have returned there frequently 
since then. Sources for their book in- 
clude statistics, articles, polemical de- 
bates and personal testimonies and ex- 
. periences of Chinese women friends. In 
-340 pages of soundly researched and 
vividly written text, they describe the 
. problems and challenges facing Chinese 
women in the 1980s. They also analyse 
the causes of these problems, occasion- 
ally proposing solutions. Each chapter 
ends with a lively selection of readings 
from the Chinese press. 

The first chapter in the book is called 
Growing Up Female and paints a depress- 
ing picture. The 1982 census showed 
that 70% of China's illiterate or barely 
literate were female. “Even more dis- 
turbing," the authors point out, is that 
"the gap between men and women was 
increasing," with a higher percentage of 
female illiteracy among 12 year olds 
than among women in their 60s. AI- 
though girls are exhorted to study hard 
at school, many articles in the press pro- 
mote "scientific" theories claiming girls 
+> are really inferior to boys intellectually, 

` physically and emotionally. 

In the Pleasures of Adornment and 
-| the Dangers of Sexuality, the authors 
|. discuss the challenges of living in a so- 
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ciety in which chastity may be defined as | 


"an expression of the spirit of com- 
munist civilisation," but, in fact, is prov- 
ing increasingly difficult to hold onto. 
On the lighter side, they discuss the case 
of a woman who stuck false eyelashes 
with glue and ended up sealing her eyes. 


Th say that 30 years after the First 
Marriage Law, three out of five 
couples in China still meet through 
matchmakers, and in the countryside, 
even childhood betrothals — one of the 
most odious forms of arranged mar- 
riages — is “beginning to reappear in 
force.” In the chapter Making a Friend: 
Changing Patterns of Courtship, the au- 
thors discuss what is referred to as 
special risks of romantic courting. One 
of these, says an article in the Chinese 
press, is rheumatism brought on by pro- 
longed periods of lying on wet grass. 
The chapters Marriage, Family Re- 
lations and Divorce show how many of 
the oppressive and patriarchal aspects 
of traditional Chinese family life have 
not only survived, but taken on modern, 
respectable forms. One new twist 
to an old story, according to the au- 
thors’ findings, is that in the 1980s 
“it is the daughter-in-law who tends 
to make her mother-in-law’s life a mis- 


Riot after Riot: Reports on Caste and Communal Violence in india by M. J. 
Akbar. Penguin Books, India. Rs 55 (US$3.84). 


ne of the great paradoxes of the 

modern world is that India, the land 

that produced major world religions 

such as Buddhism and Hinduism and 

eaceful political movements like 

ahatma Gandhi's, is today torn apart 
by caste and communal violence. 

Riot after Riotis a collection of 15 re- 
ports and essays which journalist, M. J. 
|} Akbar, wrote for the British Daily Tele- 

|vgraph newspaper and its Sunday 
. magazine over the past decade. Because 
it is journalism, some of India's hot 




























Moradabad massacre of 1980 and the 
slaughter of Uttar Pradesh Harijans 
. (untouchables) by caste Hindus in 1981. 
*. Although the writing is essentially 
- factual, it is evocative; for Akbar, who 
‘| was born in 1951 just after India's inde- 
pendence and partition, is no stranger 
to his country's communal nightmares. 
His material is hard, brittle and compel- 
ling, and is interspersed with bits of In- 
dian history, snatches from British 
gazetteers and Marxist historians. 

His description of the Moradabad 
massacre is particularly emotive. “Sud- 
denly, with the astonishing fury of a vio- 
lent storm in a calm sky, came the morn- 
ing of 13 August 1980. Men of the Pro- 
vincial Armed Constabulary opened 


issues are covered here, such as the 


Protesting at killings in Punjab. 
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fire on about 40,000 Muslims while they 
were at their /d [feast] prayers. No one 
knows exactly how many people died. 
What is known is that the incident at 
Moradabad was not a Hindu-Muslim 
riot but a calculated, cold-blooded mas- 
sacre of Muslims by a rabidly communal 
police force which tried to cover up its 
genocide by making it out to be a 
Hindu-Muslim riot." 

In other essays, he points out that 









ery and not the other way around." 

There is minimal cause for cheer in 
the chapter Woman and Work too. 
Here the authors show that while eco- 
nomic reforms have widened people's 
work prospects generally, women have 
been widely discriminated against, par- 
ticularly in state-run enterprises. 

Even university graduates fare 
poorly in the marketplace. When mem- 
bers of a laser research institute read the 
honours thesis of an outstanding stu- 
dent from Northeast Industrial College, 
they declared it the product of a rare tal- 
ent and pulled strings to have its author 
assigned to their institute. The moment 
they realised the author was a woman, 
they rejected her. 

Personal Voices offers a sobering 
picture of how China's other half lives. 
On the positive side, it points out that 
this decade has seen an unprecedented 
degree of openness in public debate on 
women's issues, and, even the tremul- 
ous birth of a native feminist move- 
ment. Still, the authors conclude that 
unless the state more fully commits it- 
self to addressing the problems of 
women in Chinese society, their con- 
tinued subordination seems "certain to 
continue, if not by machination, then by 
default." — Linda Jaivin 
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Muslims were not the only victims or 
perpetrators of communal hatred in 


India. “The untouchable Jati pam 


Indian term for a Hindu caste] is touch- 
able only when a pretty woman can be 
raped, or when a whimpering man has 
to be dragged to the field to do forced, 
whimsically paid la- 
bour." 

Akbar slates re- 
ligious fanaticism, 
whether it is Hindu 
or Muslim, and 
tries, without much 
success, to blame 
some of the violence 
on economics. He 
also captures the 
high hopes engen- 
dered by India's in- 
dependence from 
Britain in 1947. 

His conclusion is, 
however, gloomy. 
“There is evil 
abroad, and it seems 
we are just too em- 
barrassed to recog- 
nise the one weapon 
which has been successful against it in 
our history: the philosophy of decency, 
of goodness, of strength in brotherhood 
and faith in interdependence,” Akbar 


PANA-INDIA 


“writes, 


Riot after Riot is an excellent primary 
source material for the scholar and poli- 
tician; it should also be a warning and an 
edification to the latter. Compelling and 
short, it is particularly essential reading 
for South Asians. — Akbar S. Ahmed 
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Overburdened infrastructure threatens to curb rapid economic growth 


Thailand hits the wall 


By Paul Handley in Bangkok 


he export-led boom which was ex- 

pected to propel Thailand into the 
ranks of Asia's newly industrialised 
countries in the 1990s is in danger of 
foundering. The fast-growing economy 
threatens to overwhelm the country’s 
overburdened infrastructure, slow- 


moving bureaucracy and limited skilled 
labour resources. 

Exacerbating the difficulties is the 
caution of senior technocrats who fear 
economic instability and distrust the 
newly formed administration of Prime 
Minister Chatichai Choonhavan, Thai- 
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land's first elected civilian head of gov- 
ernment for 12 years. Their conserva- 
tive stance might reduce economic 
growth from an estimated 8.5% this 
year to as low as 6% next year. 

The first month of the Chatichai gov- 
ernment was marked by inaction over 
the most pressing infrastructure 
bottlenecks, such as the clogged 
Bangkok port of Klong Toey. Initial in- 
dications suggest that political consider- 
_ations are preventing any decisions. 

Just as worrying is the technocracy's 
decision to maintain the country's US$1 
billion ceiling on annual external bor- 
rowing. Such a restriction could under- 
mine urgent infrastructure develop- 
ment needs. Yet dangerously high infla- 
tion could be the result of increased 
spending, which would not produce 
economic benefits for two to three year. 

While no one doubts the desirability 
of careful fiscal management, Thai- 
land's debt managers might end up 





STILL IN THE RED 


.| (Baht bition) (Thailand’s trade figures 1983-88) 


1987 


being a little too thrifty. Few critics were 
convinced when Snoh Unakul, the na- 
tion's chief planner, endorsed the debt 
ceiling and suggested that incremental 
needs could be handled through "crea- 
tive financing." 

Snoh's statement, in effect, recog- 
nised the need for increased borrowing. 
But the government's external debt 
committee wants to meet borrowing 
needs by raising funds for a given period 
rather than seeking borrowing commit- 
ments on the basis of the full cost of pro- 
jects initiated in a given year. It hopes to 
stagger project funding and 
defer the start of the 32 infra- 
structure projects until next 
year. 

Niphat Pukkanasoot of the 
Finance Ministry's fiscal policy 
office says the amount spent 
"will not be less than is neces- 
sary. The one-billion ceiling is 
not a drag on development." 

But lenders and bureau- 
crats say this is neither neces- 
| sarily feasible nor preferable, 
given that loan costs are likely 
| to rise, rather than fall. One 
| former senior finance official 
branded the conservatism as 
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irresponsible, saying the 
country's fiscal managers 


were only trying to make their 
jobs easier. 

A demand already exists 
for the 32 mostly infrastruc- 


1988 
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committee. And in most cases 
the proposals are ready for implementa- 
tion. They include road, rail, power, 
ports, water, telecommunications and 
aviation-related projects. 

In fact, Snoh's agency, the National 
Social and Economic Development 
Board (NSEDB), had earlier supported 
raising the foreign-debt ceiling to meet 
immediate demands. Some NSEDB of- 
ficials had advocated a US$1.5 billion 
cap, if only for two or three years. 
Snoh's apparent turnaround is there- 
fore disturbing. 

In defence of their stance, govern- 
ment officials cite fiscal constraints on 
borrowing. Overheating in the econ- 
omy has been the primary concern of 
the Bank of Thailand (BoT, the central 
bank). If the government tries to sustain 
8-9% growth over the next three years, 
says Chaiyawat Wibulswasdi, chief 
BOT economist, “stability will be a 
problem." 

Clearly, the government's finances 
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are in good shape. GDP growth topped 
7% last year and is likely to reach 8.5% 
this year. State income is well above 
planned expenditure, and if it were not 
for some opportunistic early debt retire- 
ment, the Treasury would be running its 
first surplus for more than a decade. 
The Baht 40 billion (US$1.56 billion) in 
surplus revenues has also been used to 
shore up national reserves and to fund 
various projects. 

In August, exports grew at an annual 
rate of 24.475. Imports, heavily weight- 
ed in capital goods, expanded by 
34.7% in the same period. Much of the 
trade deficit, which totalled Baht 60 bil- 
lion at the end of August, is being offset 
by tourism income. And with the direct 
and indirect investment boom yet to 
slow — net capital inflow in August was 
Baht 32.9 billion — the country is main- 
taining a balance-of-payments surplus. 
This stood at Baht 22.8 billion at the end 
of August. 


t the same time, government re- 
serves have risen from US$3.8 bil- 
lion at the end of 1986 to US$6.3 billion 
at the end of August, equal to just over 
four months of imports. The debt-ser- 
vice ratio has dropped from 2576 in 1985 
to a projected 14.5% at end-1988. 
But government economists, like 
Chaiyawat, warn that the picture is not 


Ports clog, 
roads jam 


Government indecision 
adds to congestion 


hailand's spurt of growth has already 
| outrun the capacity of the country's 
infrastructure, and there seems to be lit- 
tle medicine for quick relief. Greater 
spending, with its inflationary impact on 
an already overheating economy, will 
not yield results for several years. On 
the few quick-fix opportunities availa- 
ble, the new Thai Government is mov- 
ing very sluggishly. 

Water is in dangerously short supply 
for the eastern seaboard centre of Pat- 
taya, Phuket island in the south and in- 
dustrial areas around Bangkok. Roads 
in Bangkok are increasingly choked, 
contributing to transport costs and time 
lost for many business activities. — 

The worst problem is at the main 
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all rosy. Inflationary pressures are 
.. mounting and could hit living standards. 
. Salaries in middle-class Bangkok have 
risen quickly. But the wages of civil ser- 
. vants and other groups, especially un- 
- Skilled workers, have stagnated. Mean- 
. while, the high prices of key com- 
.. modities, like rice, which have boosted 
. export earnings, have added signific- 
- antlyto the cost of living. 
Inflation may reach 6-795, say some 
economists, far above the post-1981 av- 
- erage of 2.8%. The government's con- 
_ sumer price index (CPI) only shows a 
-. 3.570 increase over the year to August, 
but many analysts say the CPI's weight- 
ing understates the real rise. The infla- 
tion rate in urban Bangkok is thought to 
be much higher. 

In a bid to defend its 5% inflation 
target for the year, the BoT has tight- 
ened liquidity, sending interest rates 
| 
| 
| 





.. higher. It is feared that any substantial 
increase in government spending — set 
at 17% for the 1988-89 fiscal year — 
could fuel a surge in inflation. 

A second big worry for the govern- 
ment is the trade deficit, and its effect 
on reserves. Imports are expected to 
grow at a rate of 20% in 1989. Exports 
are unlikely to top 15%. This could pro- 
duce a deficit of over Baht 100 billion — 

. more than 8% of GDP, compared with 

. 3.8% in 1986. 

The current-account deficit, which 

was cut from more than 3% of GDP in 

...1985 to less than 2% last year, is on the 
rise again. It is expected to hit 2.596 by 
the end of the year. At this level, Thai- 
land's reserves could fall to just 2.5 
months of imports next year. 

This itself is not dangerous, given the 
still-strong capital goods make-up of im- 
ports. But Thailand is still at the mercy 

of violent currency shifts and slumps in 






trade outlet; the Bangkok port of Klong 
Toey. An ill-advised attempt to impose 
a monopoly earlier this year on con- 
tainer-crane operations (REVIEW, 16 
June) is no longer a factor. Sheer con- 
tainer volumes have become the main 
brake on trade. Ships have to wait at the 
port for four to five days just to get a berth. 
This translates into an 11-day round | 
trip for Singapore feeder vessels, on 
what was a weekly service a year ago. 
For the second time this year, major 
shipping conferences are planning signi- 
. ficant rate increases because of Klong 
_ Toey congestion. 
- . At the end of 1988 new cranes are to | 
* be installed at Klong Toey to speed up. | 
- container handling, but there are many | 
: doubts as to whether the Yugoslav- | 
. made equipment will have much effect. | 
-" | Numerous other short-term solu- | 
. tions have been proposed: clearing the | 
port of container-stuffing operations | 
and stored cargoes; allowing private | 
. container ports farther up the Chao 
- Phraya river; opening two new con- 
: tainer ports in southern Thailand to 
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international trade. It is especially vul- 
nerable to a sudden jump in oil prices, 
and to trade protectionism. Thailand's 
exports are already facing resistance in 
the US and European Community. 

Given. such worries, debt managers 
say the USSI billion ceiling, plus the 
US$100 million borrowed locally, does 
not amount to tight-fistedness. They 
add that government agencies cannot 
absorb any more. Chaiyawat says that a 
growth rate of over 7% next year is 
neither possible nor, given the infra- 
structure bottlenecks, desirable. 

But critics say the technocrats' con- 
servatism will keep growth down to 






6.5% or less, and Thai people will suf- | 


fer. "Absorptive capacity is just an ex- 
cuse," said a lending agency analyst. 


A said the BoT's worries were 
just an excuse which the technoc- 
rats were using to guard against a poten- 
tially spendthrift government. The fig- 
ures showed no looming fiscal crisis, he 
insisted, only monetary difficulties next 
year. 

The technocrats admit they are sus- 
picious of the new government, and in- 
sist that tight borrowing controls can 
prevent overheating and a surge in 
wasteful spending. The military is al- 
ready demanding more money for ad- 
vanced fighter aircraft and submarines. 

Nevertheless, the debt committee's 
tactics on infrastructure spending re- 
quirements are questionable. Stagger- 
ing project funding over consecutive fis- 
cal borrowing periods heightens the 
possibility of project delays, at little or 
no savings on borrowing costs. 


divert some cargo 
from Bangkok, and 
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until a new port at 
Laem Chabang, on 
the Gulf of Thailand, 
opens in early 1991. 

Experts say Laem 
Chabang  construc- 
tion cannot be accel- 


| 8,000» 
erated. When it | 
| 
| 
| 


6,000. 


opens, the port will 
not meet total de- 
mand. Trade vol- 
umes have already 
dictated that the ini- 
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Neither the World Bank nor the 
Asian Development Bank can commi 
funds for part of a project unless the ^ 
other parts are fully supported. 

Japan's soft loans, which at a plan- 
ned ¥70-80 billion (US$526-601 mil- 
lion) constitute the lion's share of the 
USS$1 billion, would "technically" per- 
mit such borrowing, according to a Ja- 
panese official. The Thais have already 
hinted at some sort of staggered bor- - 
rowing plan in their talks on this vear's. 
ven loan package. | 

But the Japanese are unlikely to be. 
very keen on the Thai strategy. Like- 
previous loans, the yen package now - 
under negotiation is based on comm 
ments for complete infrastructure m 
jects. Most Japanese soft loans: 
carry expensive commitment fees, — 

If the Thai side failed to work out à. 
Staggered financing arrangement with 
the soft-loan agencies, it would be stuck o 
trying to manipulate some US$200-230. 
million in commercial loans in. ordertó. — 
get its numerous projects off the | 
ground. Flexibility would be hampered - 
by persistent domestic illiquidity. | 

Bangkok finance officials are un- | 
daunted. They say that lenders, inctud-- 
ing the bilateral soft-loan agencies, are 
ready to increase their Thai exposure, 
and if the country gets stuck, it would be 
easy to go to the market for more. Snoh 3 
points out that the Sixth Five- Year Plan 
(1987-92) allows for a USS1.2 billion 
borrowing ceiling anyway. | 

Finance officials have not specifi- | 
cally ruled out higher borrowing next © 
year, once the true colours of govern. | 
ment politicians are known. But by that | 
time, Thailand may find it difficult to 
expand its infrastructure quickly 
enough to meet the demands of its eco: 
nomic boom. ae 
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tial three. berths be container-dedi- 
cated, rather than leaving one for bulk 
| cargo. Construction of other berths will 
. follow, but other ports will rémain im- 
|. portant into the 1990s. 

| . If no decision is taken before 1989, 
.the direct rail and road linkages for 
-aem Chabang will not be in place when 
.the port opens. An important road, a 
^north-to-southeast Bangkok bypass, is 
still neither mapped out nor budgeted 
and could be opened at the earliest two 
years after the port. 

Truck-clogged roads in the central 
region around Bangkok, the site of most 
industry, are also in bad shape. The De- 
partment of Highways (DoH) has 
“| failed to meet half its development plan 
op targets for the central Thailand area for 

= four years, partly due to politicking. 

The DoH already has budgeted for a 

three-year scheme to widen and recon- 

struct the main arteries from Bangkok 

to the outlying provinces, says director- 
general Sathien Vongvichien. 

"n The DoH is also far behind in repair- 

o | ing roads, many of which have to be re- 

^| surfaced one to two years earlier than 

| planned because of rapid traffic growth. 

| However, Sathien adds: "I do not think 

— it can be done any faster than this, even 

with more money." 

Widening the roads will buy time, 
but it will not reduce Bangkok-area traf- 
fic until the bypass and an entire outer 
ring route are completed in 1992-93. 

































og R apid industrial growth this year 
COF Wprompted the government's deci- 
sion to go ahead with a second pet- 
rochemical complex on Thailand's East- 
.| ern Seaboard, even as the first was 
"|. under construction. But when the US$1 

| billion complex comes on line in 1992, 

there might not be enough engineers to 
run it. 
|. Thailand faces a severe shortage of 

skilled manpower, from non-graduate 
technicians to PhD graduates. Techni- 
“cal schools and universities cannot pro- 
‘duce enough qualified workers, a prob- 
lem that has been exacerbated with the 
arrival of more foreign investors. 

. The boom in newspaper classified 
"advertising pages, rocketing salaries, 
and the appearance of headhunters are 
symptoms of the problem. Poaching is 
common, especially in the booming 
electronics sector. But sales executives, 
financiers and bankers also get attrac- 
tive offers to switch jobs. Hotels have 
trouble meeting international service 
standards because of staffing problems. 

Technically qualified workers are 
doubling their salaries by switching 
=| from state enterprises to private-sector 

| companies. 
— . The worst shortage is of engineers. 
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| Engineering trained workers 


: Thailand needs proper policies to produce a qualified labourforce 





| Organisation of Thailand (for domes- 


The high rate of development has 
also caught up with probably the most 
effective of Thailand's planners, the 
Electricity Generating Authority of 
Thailand (Egat). Electricity demand 
this year is up 15% , against a projected 
7.6% . Reserve capacity of 40% in 1986 
has shrunk to 25-26% . During a crucial 
period in March 1989-November 1990, 
Egat's reserve capacity will be danger- 
ously depleted, and could lead to wide- 
spread blackouts at peak periods. 

gat has accelerated its develop- 


E programme, asking for Baht 
15 billion more than the Baht 85 billion 
slated for the next three years. But 
major developments, say Egat officials, 
can only be speeded up by a few 
months. Three additional combined- 
cycle gas turbines have just been put on 
development plans, but their extra 900 
mW will not alleviate the problems of 
the next four years. 

Even without the rapid growth, 
Thailand's phone system would be a 
drag on development. Bad planning and 
management have left the Telephone 





tic services) and the Communica- 
tions Authority of Thailand (for inter- 
national services) with money, equip- 
ment, but still demand remains unsatis- 
fied. 

International capacity has been 
soaked up by new demand from two sec- 


About 2,500 engineering students 
graduate each year. In a recent seminar, 
representatives of just a few industries 
showed that they alone could account 
for most of this total. The car industry, 
for example, requires some 200 
graduate engineers a year; petrochemi- 
cals, 1,000-1,500 a year from 1989; con- 
struction materials conglomerate Siam 
Cement alone needs 120; textiles, 200; 
the computer industry, also 200; the 
electronics industry, the fastest growing 
sector, needs 100 at least. 

These figures excludes demand by 
state enterprises. The Electricity 
Generating Authority of Thailand can 
only find half the 200 new graduates it 
needs this year. Some 80 of its en- 
gineers, many in senior jobs, have left 
for the private sector in the past year. 

A 1984 study by the Thammasat Uni- 
versity Human Resources Institute 
(HRI) forecast that serious problems 
would arise from the country’s open 
university system. The government is 
trying to meet demand. However, 80- 
90% of students prefer to study 
humanities and social sciences, says | 
HRI director Chira Hongladarom, de- | 
spite widespread underemployment | 
among graduates in these subjects. In 
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tors: stockmarket investment, and Ja- 
panese direct investors who have re- 
placed old telex lines with fax links. The 
faxes take up international direct dial- 
ing facilities, meaning more telex lines 
are idle. It all means that business ts 
handicapped for normal services. 

Both organisations have taken the 
simple way out: installing cellular-phone 
networks. Because of the inability to get 
new or good telephone lines, many new 
businesses rely on portable telephones 
for day-to-day work. 

Budgets for both the phone utilities 
are not a problem. Neither, bureaucrats 
say, can absorb the money already allo- 
cated to them now. 

Thailand's airports are another 
problem area, and heavy passenger and 
cargo growth has already cut an esti- 
mated four years off the life of the 
Bangkok airport expansion, opened in 
1987. The most severe problem is the in- 
ability of Thai Airways International to 
expand to meet demand. Domestic 
flights are increasingly delayed or can- 
celled because of low aircraft availabili- 
ty. 

Analysts say the state borrowing cap 
limits the airline’s ability to expand, 
especially for domestic services. But 
Thai executive vice-president Chat- 
rachai Bunya-ananta insists it is the lack 
of available aircraft on the international 
market that is hampering expansion. 

— Paul Handley 


1985-86, only 15.4% of Thai university 
students graduated in science and 
technology, compared with an esti- 
mated 40% of university students in 
South Korea, Chira says. 

The HRI’s warnings of future prob- 
lems assumed an average annual GDP 
rowth rate of 5.9% into the early 
1990s. A more realistic rate of about 
6.7% was used in a study on science and 
technology manpower by the Thailand 
Development Research Institute 
(TDRI). The study, undertaken earlier 
this year, said that the problems appear 
to be severe. 


he TDRI study points out that, 
with staff growth in the mainly state- 
run universities held at 2% a year, the 
institutions cannot begin to meet de- 
mand for engineers and scientists. 
The most serious shortages, the 
TDRI study says, will be for chemical, 
industrial, civil, survey, agricultural and 
sanitary engineers. If the economy 
grows a modest 5.5% a year, then by the 
turn of the century there will be a short- 
age of 5,000 engineers in these areas. If 
growth tops 7%, the shortfall by the 
year 2001 could reach 20,000. | 
There could also be labour shortages 
in the electronics sector. And the high- 
growth scenario could even mean that 
the country does not have enough 
trained workers in the all-important ag- 
ricultural sector. There is, however, a 
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By Charles Smith in Tokyo 


AU rice industry attempt to force 
Japan to end its long-standing ban 
on rice imports has touched a raw nerve 
in Tokyo and could spark off a major 
trade row. The issue is likely to prove 
far more sensitive than the recent battle 
over Japan's beef and citrus fruit 
quotas. 

The US Rice Millers’ Association 
(RMA) has filed a complaint with the 
US Trade Representative's Office 
under Section 301 of the recently signed 
omnibus trade law. This requires the 
|. president to impose stiff penalties on 
| countries deemed to have unfair trading 
practices. 

Japan says it is "counting" on the 
Reagan administration to reject the as- 
sociation's petition, but officials admit 
privately that the timing of the request 
could make this difficult. 

The US Trade Representative's Of- 
fice has 45 days in which to decide 
whether to act on the issue. This means 
that a decision will be due shortly before 
the US presidential election in Novem- 
ber. 


surplus of agriculture undergraduates 
streaming into government jobs. 
However, there are not enough post- 
graduates in food sciences and non-ag- 
ricultural biosciences. This spells disas- 
ter for any hopes of a strong research 
and development (R&D) capability. 
R&D will be crucial if Thailand is to 
maintain its strength in agribusiness, 
and develop its electronics industry. 
Comprehensive solutions have yet to 
surface. The current tight labour mar- 
ket is complicating planning. Discus- 
sions are under way on expanding en- 
gineering faculties, yet underpaid lec- 
turers are leaving universities for the 
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i sticky situation 


Japan prepares to resist US demands over rice imports 
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Rice-import liberalisation appears to 
have already won support from Repub- | 
lican presidential candidate, Vice-Presi- 
dent Bush, who happened to be in 
California, the main US rice-growing 
area, on 14 September, the day the 
RMA filed its complaint. 

Officials of Japan’s Central Union of 
Agricultural Co-operatives (Zenchu) 
said they expected the Democratic 
Party to take an equally tough line on 
Hee: 

The US Trade Representative's Of- 
fice turned down a similar petition by 
the RMA in 1986, citing the probability 
that farm-import liberalisation would 
be taken up during multilateral negotia- 
tions at the Gatt. 

Instead of demanding full liberalisa- 
tion of the Japanese market, the latest 
RMA petition calls on Japan to open 
10% of its market to foreign rice within 
four years. This is just a tactical man- 
oeuvre, according to Zenchu. Officials 
remain convinced that the US aims to 
achieve total liberalisation of the Japan- 
ese market. 
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private sector, where they can triple | 
their salaries. 

Short-term requests for more spend- l 
ing on engineering training have been 
made. Chulalongkorn University has | 
established a petrochemical engineer- | 
ing school — but it has taken teaching | 
staff from other engineering depart- | 
ments. 


M canwne. private-sector engine- | 
Wiers are going into businesses often | 
only marginally related to their studies. | 
Science and technology graduates fill | 
MBA and law faculties, attracted by 
better pay and the higher status. As the 


| the employment implications of pro- | 
| jects it approves. Si 


| to look at demand for graduates in pars. 


| for undergraduate places. In the end, 













Under the so-called "301 | 
dure," the US would first ask for 
with Japan on rice-import libe 
and would then introduce r 
tariffs if the talks failed. The tarif 
would probably have to be imposed « 
imports of industrial goods, given theab < 
most total absence of Japanese farm ex- < 
ports to the US. ue 
Self-sufficiency in rice production § 
a sensitive issue in Japan. Rice grow 
occupies a central position in the coun- - 
try's farm economy, accounting for be © 
tween 30% and 40% of total output. f 
Zenchu claims that Japanese rice c 
costs the consumer between fwo an 
three times as much as US cc 
pay for Californian rice, not If 
claimed by the RMA. Gis 
level of consumer prices. 
Japan, this is not extraordinary, 
Although rice is a staple food it a 
counts for no more than 2% of the aver 
age household budget. A 10% cut o 
the past two years in the price paid b 
the government to rice growers has 
been accompanied by a fall in the con 
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sumer-rice price, and this is expected to. - 
continue. : 


However, the main reason forthe Ja- 
panese Governments refusal to con- 
sider rice-import liberalisation is the 
power of the farm vote. According to 
one estimate, liberalisation could cost 
the ruling Liberal Democratic Party 80- 
seats in farming constituencies. D 
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TDRI study says, "significant resources. 
are being misallocated." VERS 

The HRI is beginning a "reverse 
brain drain" project, to attract Thar 
graduates back from overseas. And the 
state Board of Investment has been ore 
dered to provide more information on 
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But clearly the university system has | 


ticular areas, and not just the demand 
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Thailand needs a forward-looking mi 
power and education poliey, on the 
macro-planninglevel. ^ — Paul Handley 
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A Caisepontenti in Jakarta 


‘Jakarta is planning a major expansion 
J of its telephone network, and inter- 
national telecommunications giants are 
already scrambling to put together at- 
- tractively financed proposals. Competi- 
. tion for the telephone contract, one of 
" the world's largest, is expected to be 
fierce. — 
ET A USS$3.5 billion project during In- 
esp donesia's Fifth Five-Year Plan, Re- 
T: poe 5 (1989-94), will add 1.4 million 

t lines to a desperately overtaxed tele- 

phone system. 
| donesia's telephone density from its 
^ L current 0.51 lines per 100 people — 
= | ranking it lower than Bangladesh, 
oo] China, and other Asean countries — to 
= | 1.16 lines. Although the government 
* | has yet to call for tenders, one official 
' | said the contract could be awarded at 
«| the end of the year. 
x . The need for improved communica- 

^L. tions facilities is acute in Indonesia 
|. where the government has struggled 
since independence to forge a national 
| identity throughout a sprawling ar- 
— |. chipelago of more than 13,000 islands, 
< home to hundreds of cultural groups. 
~The new project "doesn't solve all the 
P pr oblems," says one local businessman. 
^ B “But it is much more than a drop in the 
t| bucket.” 

.., Under the planned contract, the 

_ government expects private companies 
eto. provide a digital switching sys- 
=- | tem for 800,000 lines in a production- 
sharing arrangement with Perumtel, 
| the state telephone company. Ban- 
|. dung-based PT Inti, the government- 
— | owned telecommunications producer, 
_ will supply most of the telephone re- 
| ceivers and help assemble switching 
. equipment. 

< Eight foreign groups are said to be in 
‘the running for the contract. But indus- 
try sources say Alcatel, ITT and a con- 
ortum involving AT&T, Philips and 
lefonica of Spain are the front-run- 


ef ; likely bidders include 
nitomo-NEC, Fujitsu, Ericsson- 
com Australia and Italtel. Notice- 
ble by its absence is Siemens which was 
awarded a 400,000-line digital switching 
‘system in. 1984. Officials say the govern- 
gent has excluded the West German 
‘company from the new contract in a bid 
to diversify suppliers. 
. Meanwhile, a number of domestic 
firms are jockeying for a piece of the 
contract. They have their eyes on the 
construction of telephone exchange 
buildings, the installation of transmis- 
- sion lines and cables, and the manufac- 
- ture of telephone equipment. 


It will improve In- 
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ign: firms v vie for a hie expansion in the telephone system 


< 110,000 





They include Cellfone Nusantara, 
Bakrie Brothers, Gunanusa Utama 
Fabricators, Elektrindo ! Nusantara, and 
Wahana Esa Sambadha. 

Perumtel is scheduled to install the 
remaining 600,000 lines of the project 
but many doubt that it has the organisa- 
tional ability, or the funding, to | get its 
share of the job done. 

Of the 1.05 million new lines origi- 
nally planned for the Fourth Five- Year 
Plan T 
install just over 400,000 lines. Perumtel 
estimates the total cost of each line in 
the new contract at about US$2,000- 
2,500. 

A bloated bureaucracy, weak man- 
agement and widespread corruption 
have rendered Perumtel a particularly 
inefficient public utility, generating 
long waiting lists for telephone connec- 
tions and causing massive conges- 
tion in many urban exchanges. “We 
need [private sector] breakthroughs to 
back up the development program- 


me,” said Minister of Tourism, Post 


INDONESIA’S 
TELEPHONE 
LINE CAPACITY 


1,000,000 


90,000: 





70,000 — 
"3 — "84 — '85 
INVESTMENT IN 
TELECOMMUNICATIONS 





984-89), Perumtel now hopes to | 
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and = Telecommunicatioi Soesiio 
Soedarmén ata recent ministerial con- 
ference. —. 

Production-sharing contracts be- 
tween the government and private com- 
panies — a variation of build-operate- 
transfer construction are gaining 
favour in cash-starved Indonesia where 
development expenditures have been 
squeezed by a US$40 billion-plus exter- 
nal debt and slumping oil prices. 

“The role of the private sector in 
tourism, the postal service and telecom- 
munications is expected to be more do- 
minant in the future,” according to 
Soedarman. Sources say Soedarman's 
frequent media announcements about 
the telephone project are designed to 
check any possible foot-dragging by 
Perumtel, 

The cost of equipment for the new 
contract is expected to be similar to the 
Siemens system and telephone installa- 
tion charges — officially set by Perumtel 


— 


| at Rps 500,000 (US$294) a line — will 


not be allowed to increase. Foreign con- 
tractors are therefore competing mainly 
over the terms of the financing package 
they will offer Indonesia. 


he variables for investors are the 

allocation of revenues with Perum- 
tel, length of period, amount of conces- 
sional financing and, most important- 
ly, degree of recourse to the Indo- 
nesian Government in debt repay- 
ment. 

Investors will have to balance their 
concerns over how to protect a foreign- 
currency investment which generates 
rupiah revenues with the government's 
stated preference for projects utilising 
non-recourse financing. 

Sources say that for strategic reasons 
the contract bidders are likely to present 
very favourable cost estimates to the 
government. Some may be prepared to 
cut profit margins for the chance to 
enter the market. As one of the largest 
undeveloped telecommunications mar- 
kets in the world, Indonesia offers po- 
tentially enormous rewards to foreign 
companies which get past the door 
early. 

Foreigüdavesiment proposals are 
expected to be well supported by export 
credits and official assistance from 
home governments. "All investors to 
the telecommunications project have 
some soft loans in their package," said 
one official at the Telecommunications 
Ministry. 

The Australian . Government 
sweetened a late August trip by Soedar- 
man to Brisbane by announcing a 
US$256 million soft loan in support of 
Ericsson's bid for the telephone project. 
Ericsson has substantial manufacturing 
and research facilities in Melbourne and 
feels its rural-based system could be 
transferred successfully from Australia 
to Indonesia. In mid-September, the 
Australians increased the loan to 
US$500 million. u 
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With Swissair, you now can take a seat in Business Class 
even when you’re on the ground. 





Be our guest: make yourself comfortable, spread out your newspaper, study your files 


tranquility, engage in stimulating conversation with interesting people or simply sit 

have a drink and take it easy. When? Before or between your Swissair flights. Where? In 
the new Business Class lounges at Zurich, Geneva and many more airports, all over the worl 
Just a few more reasons, in addition to good connections, impecca- , " 

ble service and top-notch meals, to choose Swissair Business Class. swissair 


____ The exhilaration of the Olympic challenge is shared by the world. 
And Samsung’s line-up of quality electronic products 1s ready to 
bring the excitement right to you, wherever you are. 

At home or in the stands, Samsung will see that you miss none 
of the action... or the exhilaration. 
Find out about Samsung today, 


it’s ready to 
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welcome the Olympic challenge, now. 
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We developed 


the most advanced 
telecommunication 


systems 
because we had to. 


Like other Asian nations, Aust- 
ralia is far from many of the world’s 
business capitals. However through 
OTC, Australia’s leading international 
communications company, the same 
technology which put Australia at 
the forefront of communications is 
now available to you. 

Tailor-made 
telecommunications. 

OTC is giving Asian countries 
the choice of the world’s best 
communications systems, 
specifically designed to 
meet your needs. 

Because we design 
and operate our own 
systems, we can offer 
you our experience in 
integrating the best software 
and equipment available. 

Our experience in the Asian area 
has taught us valuable lessons about 
the supply of equipment. 

As well as the reliability of equip- 
ment in a region we both share. 

Putting you in control. 


Important strategic and 


economic benefits are gained when 
your system is locally managed. 
Training courses in operations 
and management, accounting and 
planning will quickly result in local 


staffing and administration. 
+ 


Communications that E 
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pay for themselves. — — 
OTC’ management traini T 
will also ensure that your comes 
munications system ~~ 
D operateson a sound 


financial basis. 
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7J which cover all 
aspects of financial con rol 
designed to deliver the m2 " nt 
return from your inyestment. mi 
Making the right decision. . 

For an objective appraisal of youre 
communication needs please contact «m 
OTC now. k E i 

Telephone or write to: Mr. Peter | 
Shore, Executive Director, OTC 
International Ltd. GPO Box 7000, 

Sydney NSW 2001, Australia. 
Telephone: (612) 287 5410. 


Facsimile: (612) 287 5617. 
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Breaking up is hard to do 


South Korean chaebol still thrive despite official disapproval 


By Mark Clifford in Seoul 


S eoul has turned against big business. 
Government officials believe that 
too much concentration is dangerous 
for the economy and a political liability 
for the administration of President Roh 
Tae Woo. 

Since 1981, policymakers have tried 
to prune the power of the big business 
groups, the chaebol, through limiting 
bank lending, restricting investments in 
affiliated companies and funnelling credit 
to small- and medium-sized industries. 

So far they have had limited success, 
though the government's credit squeeze 
has spurred a rush of companies to the 
stockmarket to raise money. So far this 
year, companies have raised Won 4.9 
trillion (US$6.81 billion) in equity 
offerings, compared with Won 2 trill- 
ion for the whole of last year. The 
number of companies listed on the 
Korea Stock Exchange has soared 
from 389 at the end of 1987 to 
459, 

Government officials proudly 
point.to an impressive arsenal of 
weapons they can use to force the 
chaebol to improve their finances and 
encourage them to specialise in speci- 
fic business areas. ince 1984, there 
have been limits on loans to large 
business groups and last year a policy 
to eliminate cross-investments by 
1990 was inaugurated. 

In addition, investments in af- 
filiated companies have been limited 
to 40% of a corporation's net assets. 
The government has given companies 
until 1992 to phase out holdings in ex- 
cess of this ceiling. Since the policy 
was announced last year, companies 
have sold Won 3.7 trillion of invest- 
ments, or 28% of the total expected to 
be sold by 1992. Currently, 40 chaebol 
are covered by the restrictions. 

New lending to large business groups 
is strictly regulated, and the Ministry of 
Finance boasts that lending to the top 30 
groups has been pared from 25% of the 
total in 1986 to 19% in the first five 
months of this year. The five biggest 
chaebol have seen their share decline 
from 15% to 11%. 

Although the chaebol are now rais- 
ing more money on the stockmarket, 
the government has not been successful 
in loosening their grip on the economy. 
The 30 largest business groups' share of 
sales in mining and manufacturing has 
risen from 32% in 1977 to 40% in 1985. 
Exports of the five largest groups 
climbed from 24% of the country’s total 
in 1977 to 27% in 1985, even as overall 
exports tripled. 

These figures may underestimate the 
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impact of the large business groups. In 
an effort to skirt the regulations which 
limit expansion into new businesses, 
start-up companies are often affiliated 
with a chaebol through personal re- 
lationships, though they remain techni- 
cally independent. In many cases, the 
companies qualify for preferential treat- 
ment under the policies designed to aid 
small companies. A common practice is 
for a senior executive to "retire" and set 
up a nominally independent firm that is 
in practice part of the executive's 
former company. 

Even by the government's own fig- 
ures, the large chaebol have a stagger- 
ing number of affiliates. There are 62 











turn. With the government's fear of in- 
flationary pressure, due to the country's 
estimated US$12 billion current-ac- 
count surplus this year, meaningful fi- 
nancial reform is unlikely in the foresee- 
able future. 

South Korean planners are intrigued 
by the example of their arch-rival 
Taiwan, whose corporate structure is 
dominated by small, flexible firms 
which can respond much more quickly 
and creatively than South Korea's be- 
hemoths. However, having initially 
built an economy based on big chemical 
plants, steel plants and car factories, 
government officials are finding it dif- 
ficult to create a new class of backyard 
entrepreneurs. 

Working for a South Korean chaebol 
is prestigious, while working for a small 
start-up company is not. Raising ven- 
ture capital, or securing a bank loan, is 
tough for those without connections, 
despite efforts to funnel funding to en- 
trepreneurs. The best and the brightest 
in South Korea still go into government, 


CHAEBOLS GO TO MARKET 


(Capital raised on the South Korean stockmarkets; 
January 1987—November 1988) 


(Won billion) 


Posco 

Daewoo Securities 
Bank of Seoul 

Hanil Bank 
Commercial Bank 
First Bank 

Cho Hung Bank 
Ssangyong Securities 
Hyundai Construction 
Daishin Securities 
Lucky Securities 
Dongsuh Securities 
Daewoo Corp. 
Yukong 

Hyundai Motor 
Daewoo Electronics 


companies in the Lucky-Goldstar 
group: Samsung has 37 sister firms, 
Hyundai 34 and Daewoo 28. 


j des move to restrict big business is 
understandable. In addition to the 
political problems the chaebol cause, 
policymakers worry about the dangers 
of having a few large companies shoul- 
der the country’s economic burden. The 
concentration of economic power has 
forced the government to periodically 
step in and bail out companies through 
forced mergers, low-interest loans and 
massive debt write-offs (REVIEW, 4 
Aug.). 

While corporate executives have 
grudgingly accepted the government 
limits on growth, they would like to see 
the financial system overhauled in re- 
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"Estimate for 1988 only. 
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Source: W. |. Carr (Overseas). 


HE VV WORAIP by Flirty Pha 


academia or big business. They are not 
heading for their backyards — or their 
sheds — to invent cheaper, faster, and 
fancier products. 

On the simplest level, the 
policymaker's aim of lessening family 
control of corporations has plainly not 
been met. The chaebol continue to be 
controlled by either the founder, or his 
son, with professional managers still an 
exception. That control is still exercised 
by personal influence, rather than 
through majority stock ownership. 
Ironically, government efforts to force 
companies to go to the stockmarket may 
have been a unintended favour to cor- 
porate tycoons as it allows them to exer- 
cise continued control with a smaller 
stake and with the benefit of funds from 
unrelated shareholders, 








m leader," 

(2| the Paris-based Organisation for Eco- 
|. nomic Cooperation and Development 
[p sees the same trend and foresees more 
| formal economic cooperation in Asia. 








: _ Africa- oriented in their lend- 






























; off its shyness 


7 By Anthony Rowley in Washington 
d growing influence in Asia 

and its future role in multilateral 
lending institutions will be dominant 
themes in discussions at the annual 
meetings of the World Bank and Inter- 


|. national Monetary Fund (IMF) in West 


Berlin from 22-29 September. 
With US economic power on the 
Joo wane, many observers believe that 
. Japan may seek to extend its economic 
influence at the international as well as a 
regional level. 
Washington already sees a "striking 


F cohesion of interest in regional coopera- 
| tion” among Asian countries and a 


“willingness. to accept Japan as a 
according to one IMF official. 








It is unclear what such changes will 
mean for Japan’s relations with the 
World Bank (formally the International 
Bank for Reconstruction and Develop- 
ment) and the IMF. However, with the 
US dragging its feet over contributing 
new capital to the bank and new money 
for increased IMF quotas, some Wash- 
ington sources predict growing Japan- 
ese economic influence internationally 
as well as regionally. 

The World Bank’s recently agreed 
General Capital Increase (GCI) was 
the first to be negotiated without 
the US being the “lynchpin,” as one 
bank source commented. The US has 
yet to legislate for its share of the 
increase — all sorts of congressional 
strings are being attached — and if 
agreement is not forthcoming by the 
end of next year, then Japan might 


| Asian countries fear 
_| shortage of funds 


; H5 Asia been too successful for its 
own good? The answer to that ques- 


— . tion in certain quarters of the World 
* | Bank would be yes, and that Asia is now 


| being penalised for its success while 
Other regions are in effect being re- 
warded for failure. 
Not only has US bilateral aid to Asia 
declined in recent years in favour of Af- 


|. rica, but the World Bank and the IMF, 


which the US was largely instrumental 


. | in founding, and which it still con- 


trols, have also become highly 


Hg. 

^^ This is apparent in the case 
of the World Bank's conces- 
sional-loans affiliate, the Inter- 
national Development Associa- 
‘ton (IDA), where some senior 
nk sources suggest that there 
uld be a shortfall of soft lend- 
ng for Asia. This would affect 
development and debt-service 
burdens. 

The eighth replenishment of 
the IDA for 1988-90 saw no less 
than half of the total US$12.4 
. billion. committed by donors 
. being earmarked for (mainly 
sub-Saharan) Africa. India and 
China got only 30% between 
them — Indian use to get 40% 
of IDA's loans. This change 
was mainly at the insistence of 
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the US which wants to ensure that these 
economic giants were not unduly sub- 
sidised. 

But Africa also got an extra US$5 
billion from a largely Japanese-funded 
parallel special facility. More recently, 
the IMF raised US$6.5 billion through 
an extended structural adjustment facil- 
ity, which also will mainly go to Africa. 

This largesse for Africa 1s being over- 
done, say some senior World Bank 
sources. “Are we trying to solve an Afri- 


fiscal years 1980-87) 


'86 
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M FLOW OF WORLD BANK FUNDS 


iNet transfer of resources to all developing countries, 









| feasibly take- up the US entitlement. 


The consequences could be drama- 
tic. Washington currently has 18.2% of 
the votes in the World Bank and Japan 
6.7% . However, the US’ share will fall 
to 12% if it does not take its GCI shares. 
If Japan steps into the breach, it will end 
up with nearly as many shares as the US. 
There is speculation too that the Euro- 
pean Community might begin to vote its 
shares en bloc as full economic integra- 
tion approaches in 1992. 

The financial burden for the US in 
taking up its GCI share is small — it will 
have to pay in 3% of its US$14 billion 
entitlement, some US$420 million over 
several years. But the cumbersome na- 
ture of the US legislative process has 
often delayed contributions to multi- 
lateral institutions. 

Some bank sources suggest that it is 
inconceivable that the US will allow its 
dominance to lapse. Others say that the 
OE equation is changing" and that 
if Japan casts off its "shyness" about 
taking the lead, there could be a real 
power switch in the bank. 

Much the same applies to the IMF 
where the US enjoys a 15% voting 
stake. If European and other members 
side with Japan in supporting an in- 


can problem or worldwide poverty 
problem?" one official asked in an inter- 
view with the REVIEW. Asia has some of 
the world's biggest population and pov- 
erty problems, but at the same time the 
highest potential for growth, yet is de- 
nied the means to fund it, he suggested. 

Bangladesh (traditionally the second- 
biggest IDA debtor after India), Pakis- 
tan and Sri Lanka are among the Asian 
countries that will lose out. Bangladesh 
especially has a need for more conces- 
sional loans for energy-sector develop- 
ment, quite apart from rebuilding after 
the recent floods. 

But if Burma revives as the result of 
political reforms, Vietnam liberalises its 
economy and Laos is successful with 
economic reform, then there 
could be a major shortage of 
funds for Asia, Bank staffers 
suggest. 

Apart from questioning 
whether the concessional funds 
available for Asia are sufficient, 
these sources also question Af- 
rica's ability to absorb all the 
funds now available. They s rel 
that on a per-capita basis, 
rica is getting more soft loans 
than Asia nowadays. 

Officials feel that insistence 
on boosting African aid is 
shortsighted when it disadvan- 
tages Asian countries which can 
better respond to concession- 
ally financed programmes than 
African countries. 

The hope is that IDA 9, 
which runs from 1991 and is due 
to be negotiated soon, will be 


A l 
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m crease in IMF quotas and if the US 
. does not take up its share, again con- 


trol could slip out of the hands of the 


US. 

A good deal will depend upon the at- 

. titude of the new US president. In this 

> respect, the omens look quite good for 

. the World Bank. The Third World debt 

. crisis forced the Reagan administration 

- to acknowledge the value of the IMF, 

. but there has only been grudging accep- 

. tance of the role of the bank. 

. World Bank president Barber Con- 

. able and former US Treasury secretary 

. James Baker were co-chairmen of Re- 

publican candidate George Bush's pres- 
idential campaign in 1980, so the links 
with the White House should be strong 
in the event of a Bush victory. Relations 
with newly appointed Treasury Secret- 
ary Nicholas Brady, are also thought to 
be good. 

. . The bank is also likely to be “com- 
fortable" with a Democratic administra- 
tion, say some staffers. The Democrats 
may try to make the bank more con- 
cerned with environmental issues. 

The governors of both institutions 
will be preoccupied in West Berlin with 
the need for some new initiative to solve 
the Third World debt problem. It has 





bigger and that funds will be allocated 
"on the basis of performance and not of 
quotas," one Bank official said. Bank 
staff will compile a study of the effec- 
tiveness of IDA aid in time for the 
negotiations on IDA 9 and this may help 
sway opinions in the US and Europe in 
favour of more Asia lending. 


Tou is a possibility that Japan might 
be prepared to fund some sort of 
special Asia facility — akin to the Africa 
facility — in parallel with the IDA 9. AI- 
though the World Bank has had discus- 
sions with the Ministry of Finance in 
Tokyo on this, it is still unclear whether 
Japan will prefer to channel its conces- 
sional funds via multilateral sources or 
bilaterally, bank sources said. 

World Bank  loan-disbursement | 
(as distinct from commitment) figures 
seen by the REVIEW show that Asia 


as a whole received US$1.81 billion of 


IDA funds in fiscal 1988 ending 30 
June out of total IDA disburse- 
ments of USS$3.4 billion 
excluding the special Africa 
facility. 

Asia also took US$4.1 billion 
of the total US$11.6 billion dis- 
bursements by the bank of non- 
concessional lending. Together 
with concessional lending, total 
new loan commitments for Asia 
grew faster than other regions, 
accounting for US$7.7 billion of 
a global commitment of US$14.8 
billion in fiscal 1988 — India got 
US$3 billion, China US$1.6 bil- 
lion and Indonesia US$1.3 bil- 
lion. 
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been three years since. Baker put for- | 
ward his plan to solve the problem. One 
of his proposals — that commercial 
banks should increase their flow of new 
loans to developing countries — has not 
materialised. 


ust before the West Berlin meetings, 
the Washington-based Institute. of 
International Finance (IIF), which is 


owned by major international commer- 


cial banks, wrote an open letter to the 
chairman of the joint World Bank/IMF 
Interim Committee. The IIF message 
was clear: it is unrealistic to expect 
banks to continue supporting Third 
World countries. 

The IIF stated bluntly that "the de- 
mand for bank financing from develop- 
ing countries exceeds the capacity and 
the willingness of banks to supply it.’ 
Two factors behind this attitude are the 
fact that banks no longer enjoy the oil 
exporter-funded liquidity which they 


———— 


IMF seeks a role: page 106 
Asian temptation: page 106 
New lease of life: page 107 


The non-concessionary lending con- 
tent was very high — US$2.55 billion in 
India for example — reflecting the push 

o "graduate" Asia from soft to harder 
loans. Bank officers question the wis- 
dom of this, which is based upon a per- 
ception of a country's debt-service abil- 
ity rather than the efficiency and speed 
with which it can absorb cheap develop- 
ment assistance. 

There are concerns too that both 
India and China's debt-service ratios 
could suffer eventually, more so if world 
interest rates remain high. Although 
currency diversification and swaps have 
lowered the non-concessionary lending 
rate nearly a dozen times since 1982 
(from 11.43% to 7.59% ), itis still higher 
than the Asian Development Bank's 
(ADB) ordinary lending rate. Some 
countries can get cheaper commercial 
facilities on a swap basis. 

Bank officials expect South Korea, 
Thailand: and Malaysia to increasingly 
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did in the 19705, and the need to adhere 
to stricter capital-asset ratios. 

At the same time, however, à 
number of leading US banks meeting in 
New York acknowledged publicly for 
the first time that some degree of “debt 
forgiveness" for the Third World is es- 
sential. However, other banks, includ- 
ing Manufacturers Hanover which is 
heavily involved in Philippine debt re- 
negotiation, immediately disassociated 
themselves from this sentiment. 

The West Berlin meetings will t 
to come up with more than the writing 
off of commercial loans or of official 
aid. Commercial banks’ new loans to 
developing countries are running at 
US$5 bilion a year less than i 
1970s. The IMF and the World Ba 
making net negative transfers. New 
ideas are needed. IMF sources hinted to 
the REVIEW that an initiative might. be 
forthcoming soon though not necessa- 
rily in West Berlin. 

What is increasingly apparent is the 
need to convert substantial quantities of 
Third World debt into equity and the 
role of the International Finance Corp 
— the equity arm of the World Bank — 
is rapidly assuming more importance In 
this respect, not least in Asia. * 
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turn to commercial sources, though for | 
other countries such as India and China, 
the availability and cost of World Bank 
funding remain crucial. 

Borrowing via swaps and from the 
ADB carries greater exchange-rate risk 
than from the World Bank — the ADB 
lending basket is based on two curren- 
cies against the bank's 42 currencies 
— but borrowers do not alwavs heed 
that when nominally cheaper finance is 
available. The Philippines, for instance, 
recently switched one project loan from 
the bank to the ADB. 

The overall non-concessionary lend- | 
ing picture for the bank is now healthier 1.7. 
than a year ago, thanks to an ae ement | 
in February for a US$78.4 billion gen- 
eral capital increase — plus a U $1.7 
billion special increase — which repre- 
sents an 8096 increase of US$95 billion 
in the present capital on a fully paid-up 
basis. 

As a result, the Bank hopes to raise 
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billion a year at present to more than 
-US$20 billion a year by the early 1990s. 
Bank sources told the REVIEW that this 
-increase would be shared equally be- 
tween Asia, Latin America and the 
Middle East. 

The worries over lending “head- 
room” have also evaporated this year 
because of the rise in the US dollar 
against the yen and other currencies. 
The Bank's loans are denominated in a 
variety of currencies and their value 
rose sharply in dollar terms when the 
dollar declined, bringing them danger- 
^. j ously close to its dollar-denominated 

| capital base. 

Bank borrowers, meanwhile, con- 
tinue to face exchange risks in trying 
to match the currencies in which they 
receive bank loans with their own 
export-earning and import-spending 
profile. 

Bank staff are reviewing currency- 
management practices to see whether 

| they can help borrowers hedge such 
ji risks. — Anthony Rowley 





here is a danger that the IMF could 
= fe F become marginalised over the next 
| few years, not only because the fund's 
- resources are declining relative to mem- 
ber countries' external imbalances, but 
also because it is proving increasingly 
hard to find programmes to support. 
Fund conditions are such that some 
countries simply cannot stand the pain 
of economic adjustment demanded by 
the IMF. As one fund official com- 
mented to the REVIEW: "We are asking 
| developing countries to make and sus- 
| tain adjustments which the developed 
- |] countries have not proved capable of 
- doing themselves.” 
| Fortunately, Asian countries gener- 
i. ally have shown a much greater willing- 
ness to adjust, without IMF bidding, 
-than in Latin America or Africa. But if 
Countries like India and China are to 
maintain the momentum of economic 
reform, they are likely to turn to the 
IMF to help finance adjustments. 
-. Over the past two years, the overall 
attern of IMF activity has been one of 
‘net negative transfers. In the fund's 
latest fiscal year ending 30 April, mem- 
bers' total drawings (in effect borrow- 
ings) rose by 900 million special drawing 
rights (SDRs, US$691 million) to SDR 
4.1 billion, but at the same time repay- 
ments increased by SDR 1.7 billion to 
SDR 7.9 billion. 
^. In Asian countries such as India, 
South Korea and Thailand, the picture 
was also one of net negative disburse- 
ments as all three are repaying more 
than they are borrowing. 
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here are three potentially major 

sources of capital which the World 
Bank has not yet tapped — Hongkong. 
Taiwan and Brunei. This may change 
fairly soon in the case of the first two. 

The bank has a policy of not borrow- 
ing in countries where it is a lender, rul- 
ing out countries such as South Korea 
which boast large surpluses. But the 
Asian trio qualifies in this respect. 

A well developed domestic capital 
market is a desirable though not essen- 
tial prerequisite for World Bank bor- 
rowing. In addition to public bond is- 
sues, the Bretton Woods institution does 
from time to time make major private 
placements — as it did with the Saudi 
Arabian Monetary Agency. 

It also prefers, where possible, to tap 
domestic savings. Hongkong's wealth 
has traditionally been largely in the form 


_| IMF seeks a role as the will 
| to restructure grows thin 


All these repayments says the IMF, 
are a natural corollary of the record use 
of fund credits during the period from 
1982-85. However, what concerns offi- 
cials in private is that the other side of 
the balance-sheet — the lending side — 
is languishing. This in turn points to the 
basic dilemma of the more highly bor- 
rowed countries. 


The sheer weight of debt — coupled | 


with rising interest rates which add 
US$5 billion to the total servicing bur- 
den of the Third World for every one 
point rise — 1s such that they cannot 
look foward to falling repayments. 
Without that spur, some of them are un- 
willing to accept the additional burden 
of economic adjustment which IMF pro- 
grammes involve. 

As a result, the ' political will to ad- 
just is growing thin," according to one 
official. The only way out of this im- 
passe is for the IMF to be able to prom- 
ise a reduction in a country's existing 
debt along with the provision of new 
money. 

Since the commercial banks cannot 
be expected to forgive debt outright, the 
implication is that new money must 
come from the IMF or from individual 
governments. The US$50 billion “pile” 


of liquidity which the IMF is currently | 


sitting on pales, however, alongside the 
Third World's total debts of USS1.2 
trillion. In addition, the IMF's most 
influential member, the US, is itself 
heavily in debt and deficit. 

One solution would be for the IMF | 
to make a new issue of SDRs, which 
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of offshore transactional balances with 
banks, but the growth of domestic insur- 
ance and other funds is an attractive 
source of liquidity nowadays. 


Hongkong financial institutions, 
starved as they are of local government 
financial obligations, would welcome the 
issue of blue-chip obligations, such as 
World Bank bonds denominated in the 


| local currency. 


Sources within the World Bank told 
the REVIEW in September that the bank 
had hopes of making a substantial is- 
sue of Hongkong dollar-denominated 
medium- or long-term bonds in the terri- 
tory in about six months. 

This would be a breakthrough be- 
cause the Hongkong Government has 
until now been opposed to the issue of 
multilateral-agency obligations in its 
local-currency market. Bank sources 


member countries could then exchange 
at the fund for convertible currencies to 
bolster their reserves. But support for 
an SDR issue still falls short of the 8576 
of members' votes required to get it 
through. 

Fund officials hinted to the REVIEW 
in early September that a major ini- 
tiative to help overcome these problems 
might be forthcoming by the end of this 
year — and possibly around the time of 
the US presidential election in Novem- 
ber. They are cautious about revealing 
its nature, though it might involve some 
use of the surpluses of Japan and West 
Germany. 


he IMF has already made use of its 

ability to borrow quite heavily from 
surplus countries such as Japan, and 
even more so, Saudi Arabia, in order to 
enlarge the "access" which member 
countries have to fund drawings. Origin- 
ally, members were able to borrow in 
foreign currencies from the fund only as 
much as they deposited by way of quota 
(in their own and other currencies). 
But enlarged access has allowed some 
to borrow four or five times their 
quota. 

The trouble is that some of the fund's 
most powerful members, including the 
US, are against the idea of it becoming a 
borrowing-based (rather than quota- 


| funded) institution. Equally, they are 


not convinced of the need for an in- 
crease in IMF quotas. 

IMF managing director Michel Cam- 
dessus is seeking a doubling of fund - 
quotas from the present US$90 billion. 
The fund needs periodic quota increases 
to ensure that its resources keep pace 


| with the growth in world trade and with 


the size of potential payments imba- 
lances. 
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admitted that they had not yet ob- 
tained government permission for 
such an issue though they appeared 
optimistic about securing it this 
time. 

A clue to their optimism is given 
by the proposed switch of 
sovereignty over Hongkong from 
Britain tọ China in 1997. Bank 
sources suggest that the maturity of 
the bonds might run beyond this 
date — and that permission might 
thus have to be sought from Peking 
and London as well as Hongkong. 

China might be quite anxious for 
the bank and other multilateral in- 
stitutions to make use of the domes- 
tic Hongkong dollar market so that 
the bond market can expand. This 
would eventually enable Chinese en- 
tities to make use of it. The World 
Bank’s affiliate, the International 
Finance Corp., also encourages fi- 
nancial centres to develop an active bond 
market for greater stability. 

Tapping the Taiwan capital market 
poses greater difficulties, not least be- 


A substantial quota increase would 
enable the IMF to repay its bilateral 
borrowings and ensure that resources 
over the next 10 years were sufficient to 


meet likely calls upon the fund. Cam- 


dessus is vehemently opposed to selling 
off the IMF’s gold reserves which he 
wants to preserve against the danger of 
a major recession and deflation. 

With a quota increase would come 
automatic access to enlarged IMF funds 
without the stiff conditions which ac- 
company enlarged access to existing 

uotas. This would be of immediate as- 
sistance to hard-pressed countries. IMF 
officials list the Philippines — which is 
likely to begin negotiating a new IMF 
standby facility in October (REVIEW, 22 
Sept.) — as an obvious beneficiary of 
such a move. 

India is another that might need to 
turn to the fund before long despite hav- 
ing what the IMF regards as a satisfac- 
tory external payments position. 
Further economic reforms in areas such 
as tariffs, industrial licens- 
ing and tax would need IMF 
financing support. 
Likewise major price re- 
forms in China would re- 
quire similar support. 

Burma could require 
IMF funds in support of any 
structural reforms it under- 
takes and possibly Vietnam 
too. Laos might also seek an 
IMF programme. Bangla- 
desh is already receiving an 
IMF Structural Adjustment 
Facility and both Nepal and 
Sri Lanka have adopted pro- 
grammes. Indonesia has 


drawings under export-in- 
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optimistic that Peking could give its 
agreement at some point. 

It is thought likely that Taiwan 
would buy Worid Bank bonds issued 
in Hongkong, via the various Taipei 
agencies in the territory, The size of 
Taiwan's financial surpluses i issuch, 
however, that the bank would like 
directly to tap to the Taipei mar- 
ket. l 

Brunei, though also a source of 
very substantial funds, is more prob- 
lematical. The bank seems wary. 
cause wealth tends to be hi 
centrated in the hands of the! 








sociates. 7 

In the last fiscal year to 30 June, 
US$10.8 billion in 18 different cur- 
rencies including, for the first time, 


PREVIEWDIAGRAM by Barmy Lee and the Kuwaiti dinar. In the cur- 


cause of the presence of Peking as the of- 
ficial representative of China in the 
World Bank. Nevertheless, bank offi- 
cials are studying the position and seem 


Debt crisis and Reaganomics 





rent year, it hopes to borrow a similar 
amount and to include further currency 
diversification in its borrowing. 

— Anthony Rowley 





give IFC a new lease of life 


or many years the International | 
Finance Corp. (IFC) was the Cin- 
derella of the World Bank group. The 
IFC was considered a worthy but unex- 
citing — venture-capital 


veloping countries. 
ever, the real key to development in 


these countries was assumed to be the | | 
| looked. Private-sector businesses in a 


public sector. 

All this is changing — thanks to the 
Third World debt crisis and the pro-pri- 
vate sector ethos of Reaganomics. The 


IFC has emerged with a much higher | 


profile both within the developing 
world and within the World Bank in 
Washington. Asia hasonly begun to feel 
the impact. 

The notion that equity finance is an 
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Organisation | 
working with the private sector in de- | 
Somehow, how- | 
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essential adjunct to debt in financing de- 
velopment has been part of the [FC's 
credo since its founding in 1956. How- 
ever, the World Bank's equity arm has 
itself been guilty in the past of concen- 
trating too much on loan financo- 
ing. 

Much Third World debt is in the pri- 
vate sector: à fact which is often over- 


developing nation would borrow indi- 


| rectly from foreign commercial banks 
| via their local central bank. 


One direct consequence of this situa- 
tion is that the IFC intends concentrat- 
ing more on providing more equity c che 
rectly for projects — not least in South- 


| east Asia. This switch from loan financ- 


ing will help reduce debtor nations’ 
debt-equity ratios. 

But it is the indirect 
initiatives which the IFC 
is pursuing that are hke- 
ly to do most to relieve 
the debt burden and to re- 
store some sort of equilib- 
num in development fin- 
ancing. | 

These initiatives include 
helping developing-coun- 
try companies — again in 
Asia especially. In adds 
tion, the IFC wants to help 
debtors gain access to in- 
ternational capital markets. 
through issuing securities, 
which it may underwrite. 


Andun.. 
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of Brunei, his family and his as- | 
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come compensation facili- 
ties. 































2as poriolio i investors. x | 
The IFC is also believed to bg 
negotiating a worldwide debt-conver- 
‘sion. fund which would convert signi- 
ficant sums of developing country debt 
into equity. This could do for the debt 
conversion movement what IFC's 
highly successful emerging-markets in- 
vestment funds have done in popularis- 
ing developing stockmarkets with inter- 
national investors. 
The IFC is planning various initia- 

tives to help recycle some of Japan's fi- 
| nancial surpluses through special funds 

for portfolio investment in emerging 
- stockmarkets and through assisting Ja- 
| panese corporations make direct equity 
|. investments in developing countries. 
| A need for more equity finance is, 
ironically, evident in the IFC's own 
portfolio. Of the US$1.3 billion of loan 
and equity investments that the IFC ap- 
proe worldwide in the fiscal year end- 
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resented by loans and only 17%. by 
equity. 

More than US$2.8 billion of the 
IFC's total portfolio of US$3.4 billion of 
investments in some 450 companies in 
78 developing countries is by way of | 
loans. 


Fortunate’. the debt-equity mix is 
somewhat more healthy in Asia. 
Nearly 35% of some US$325 million 
disbursed and undisbursed loans which 
IFC made for its own account in Asia | 
last year was in the form of equity. 
Apart from some losses in Indonesia 
and the Philippines, the IFC has gener- 
ally had a good experience with equity 
investments in Asia, according to its | 
chairman Sir William Ryrie. There is 
scope for more equity financing in In- 
donesia, Thailand, Malaysia, India, 
Pakistan and even South Korea. It will 
target investments in “second-line” 
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.| boost US-Asian trade links 


ne can only be baffled by the penny 
wisdoms and dollar follies of US 
congressmen. Along with their Euro- 
pean Community counterparts, they 
claim that by bashing Japanese, South 
x Korean and Taiwan traders, they serve 
| their countries best. While it may be po- 
|. pular to flex jingoistic muscles, it is con- 
"sumers in their own countries who are 
really being attacked. New rules gov- 
erning trade are proposed without look- 
ing at their effect on consumers. 
Congressman and erstwhile presi- 
«dential candidate Richard Gephardt 
stirred populist sentiments when he 
| claimed Chrysler cars would cost 
~ US$48,000 by the time they reached the 
-retail market in South Korea and 
Suggested pricing Hyundais sold in the 
.US at US$48,000 in retaliation. His 
-point is mistaken. Yet the imprint of his 
thinking lingers. 

. Gephardt and his colleagues are half 
ight. The crux of any policy to contain 
S trade deficits must be to sell more 
abroad. But how? Among the more use- 
ful features of the recently passed US 
+ Trade Bill is the funding of commercial 
j. attaché offices to allow them to become 
more involved with promoting US pro- 
| ducts (and perhaps helping to cut the 

price of Chr yslers in South Korea). 
Another long-overdue measure to 
facilitate trade is ratification of the 
. Brussels Convention on standard 
| nomenclature for customs purposes. 
Such efforts reflect the  half-right 
‘thoughts of Gephardt et al. 




























€ — 


Bringing down prices of Western 
goods in almost any international mar- 
ket remains a formidable task and can 
hardly be the aim of governments which 
themselves abide by high tariffs, quotas, 
voluntary restraints, vaguely defined re- 
ciprocity terms and other increasingly 
sophisticated devices to cover up trade 
restrictions. 

Perhaps we can learn something 
from having another look at the 
Chrysler in South Korea — why does it 
cost US$48,000? One major reason is 


that developing countries depend heavi- | 


ly on import and excise duties to fund 
their governments. At the same time, 


such taxes bolster import-substitution | 


policies by helping to protect "infant" 


industries (which admittedly often fail | 
to grow up). Taxing imports as they | 
; flationary, it allows more to be saved or 
| spent on other things. A low-cost VCR 
| means more video cassettes sold; with 
| cheaper cars, more can be spent on 
| roads; bargain-priced designer clothes 
| mean more retail outlets and perhaps 


cross borders is relatively easy. By con- 
trast, income taxes are especially prone 
to evasion, often a pastime of heroic 
proportions. 

If prices of imported goods are to 
come down in South Korea and other 
newly industrialised countries (NICs), 
then tax reforms must be encouraged to 
reduce dependence on tariffs. Regretta- 
bly in most countries this is a frustrat- 
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| aue 
Charles Stonier is an economist who 


spent more than 20 years as a con- 
sultant on transport and related deve- 
lopment problems, most recently with 
Unctad, in South and Southeast Asia. 
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The IFC can finance up to 2576. ofthe 
total cost of any project and its 
maximum contribution to the equity 
element within that has recently been 
raised from 25% to 35%. The news that 
the IFC is prepared to use this freedom 
will be welcome in various Southeast 
Asian countries where entrepreneurs 
often complain that foreign merchant 
banks are eager to provide loans rather 
than equity for their projects. 

For every US$1 that the IFC invests, 
commercial  co-investors generally 
come up with US$4. The recent decision 
to insist on board representation in new 
projects suggests that the IFC will be 
more active in safeguarding its interests 
among foreign investors as well as in the 
host country. According to Ryrie, the 
trend will be towards involvement in 
larger and ^more complicated" projects 
in Asia, where the IFC's technical and 
engineering skills will also be required. 
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Charles Stonier 


ingly slow process; yet the NICS with ris- 
ing GNPs and trade surpluses should by 
now be receptive to tax changes which 
could speed up their quest for higher liv- 
ing standards by allowing more imports. 

Sloganeering at this stage ("Con- 
sumers of the World Unite") will not do 
much good until legislators, consumers, 
and producers re-learn what free trade 
is really all about. Most people find it 
difficult to understand that Japan, South 
Korea, West Germany and others have 
pushed up consumption in the US and in 
the process created jobs. Some still like 
to believe Gephardt that living stan- 
dards can be raised by imposing what he 
conceives as "fair" trade in the name of 
saving US jobs. Rubbish. Supposing 
Japan — the chief scapegoat — wants to 
give a way Sony VCRs and Toyota 
cars. A splendid idea. A rational trade 
law would encourage rather than limit 
"dumping." 


henever a product is bought 
cheaper, apart from being anti-in- 


more locally made accessories. The 
OECD calculates that Japan's recent 
voluntary export constraints cost US 
consumers US$250, 000 for each car 
worker's job "saved." The World Bank 
has found that saving the job of an in- 
dustrial worker through protectionism 
causes the loss of six other jobs at equi- 
valent pay. 

No doubt threats of major redundan- 
cies must be dealt with. But instead of 
higher prices for goods from foreign 
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The TFC uses future | impact is 
likely to be in developing capital mar- 
kets. One relatively new activity is help- 
ing internationally known companies 
from developing country place their sec- 
urities in foreign capital markets. 


A: example of this is Lucky Goldstar 
in South Korea. Some years ago, 
the IFC helped Goldstar with a Euro- 
loan syndication and, at the same time, 
took a tranche of Goldstar stock itself 
(part of which it has since been disposed 
of at a profit). Thailand’s construction 
material conglomerate Siam Cement 
was helped in a similar way. 

The IFC believes there are numer- 
ous Asian companies it could similarly 
aid, maybe underwriting bond and 
share issues itself. Such an approach will 
involve getting regulatory exemptions 
from the Securities Exchange Commis- 
sion in the US as the IFC would then be 
acting as an investment banker. 












| competitors, one needs to look for bet- 
ter mechanisms to move workers into 
growth industries, especially those with 
export potentials. That means training, 
retraining, or job-conversion program- 
mes in which both labour and manage- 
ment participate. Besides providing 
jobs for hi-tech labour and manage- 
ment, expansion of the IBMs or Boe- 
ings means more typists, guards and 
janitors. Clearly company growth is 
hampered when earnings of potential 
overseas buyers are cut. 

The guiding principle should be to 
ensure that consumers satisfy their de- 
sires at the best possible prices, when 
and wherever available — and let the 
microchips fall where they may. 

I would go further and propose a 
strong case in favour of smuggling (bar- 
ring arms and narcotics). Smuggling is a 
natural response to restricted trade. 
Normally it benefits buyers and sellers 
and a good many in between, including 
customs officers and others responsible 
for law enforcement. Often they man- 
age to get a handsome cut of the pie. 
Black markets make life a good deal 
more tolerable (for instance, in Burma) 
and add to real GNP as traders' instincts 
serve society better than those of law- 
makers. 

So where does this leave the US 
trade deficit, the main excuse for the 
foolishness affecting the US Congress? 
Cheap imports could mean more con- 
sumer savings which the US needs to cut 
dependency on foreign creditors who 
now finance a large chunk of the public 
debt. So why not a basic tax exemption 


on interest earned? 
The Japanese are trying — appa- 
rently with success — to encourage 


people to spend more by scrapping tax 
exemptions on savings accounts. By 
coming closer in their spending and sav- 
ings habits, Americans and Japanese 
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Privatisation has been an active area 
for the IFC in Latin America. IFC offi- 
cials believe that there is scope m Asia 
too. Likewise the IFC feels it will be 
more active in helping family-held com- 
panies go public in Asia, perhaps taking 
an initial stake itself. 

The IFC has recently opened an of- 
fice in Tokyo and will be looking to as- 
sist Japanese companies to make invest- 
ments overseas. Financially and techni- 
cally sophisticated, many Japanese 
companies are still relatively naive 
when it comes to social and political re- 
lations with host countries, the IFC be- 
lieves. They need a helping hand. 

The US$38 million Emerging Mar- 
kets Investment Fund which the IFC 
launched earlier this year for Japanese 
investors has put money mainly into 
stockmarkets in Thailand, Malaysia and 
the Philippines. The IFC may promote 
regional portfolio investment funds for 
Japanese institutional investors. 
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are likely to resolve 
their trade gaps much 
more profitably than by 
inventing more blocks 
to the free flow of 
goods. 

Tax concessions on 
savings in the US could 
be offset by higher pet- 
rol taxes, and especially 
by excises on foods 
laced with saturated fats 
tosupplement other "sin" 
taxes on tobacco and liq- | 
uor. If slowing demand 
for imports really does 
become necessary to 
lower trade deficits, 
then this ought to be 
done in a more progres- 
sive way, through income-tax changes, 
rather than through higher import duties 
and other impediments to foreign trade. 
Such a policy would address national — 
both public and private — debts, as well 
as trade deficits. Because of the interac- 
tion of each, a macro-economic ap- 
proach makes sense. But in addition let 
US exporters stop raising prices as dollar 
values drop, and get more of their sales- 
men to learn Japanese. 

There must be a few caveats. Occa- 


terms of our role to help ch 


"We view all this as impx 





much Japanese private imvestme 
possible — especially portfolio inv 
ment — into the developing countries,” 
Ryrie told the REVIEW. 

Perhaps the biggest challenge facing 
the IFC is debt conversion. The IFC has 
already established debt-to-equity con- 
version funds in the Philippines, Chile 
and Brazil and is currently at à sensitive 
stage in negotiating a global fund v 
would involve leading internati 
banks and corporate investors. —— 

If the fund gets off the groun 
could have a similar effect in catal 
other debt conversion funds as pre 
IFC funds have had. For exa 
IFC launched its Korea Fund 
and since then a score of portfoh 
launched by various brokers and bi 
have attracted total investments o 
more than US$2.5 billion. 




































tic capability, protec- 
ton can be justified. 
But all these situa- 


| WWE 

— Anthony Rowley ' ue 

use of child labour. E 
> When national sec- |. 
urity requires a domes- 





sionally interfering with the flow of | 


goods can be justified: 
» If import prices are clearly predat- 


| seeds for a future "World Economic 
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ory, then disallow subsequent price in- | 


creases.. 
» Block goods produced under unac- 
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ceptable conditions, such as the mis- | 


if prices of imported goods 
are to come down in the NICs, 
then tax reforms must be 
encouraged to reduce 
dependence on tariffs. . 
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tions require strict defis 
nitions to prevent abuse, 
as do existing spurious 
health and quality stan- 
dards used to rationalise 
trade curbs. 

Lawmakers — serve 
their citizens best whan- 
they push for more 
trade, lower prices, and 
hammer away at ridding 
the world of trade re- 
strictions. This means, (— 
inter alia, giving more i 
support to agencies like Gatt, or even 4 
better, reviving an International Trade T 
Organisation (ITO) which the US Cope = 
gress managed to scuttle 40 years ago. 
ITO would incorporate Unctad as its re- 
search unit and Gatt as its political and 
negotiating arm. 

Just as the International Monet: 
Fund has helped countries with t 
liquidity problems, ITO, with an e 
valent charter and commitment, cc 
steer nations towards more rational 
trading practices, perhaps sowing the 
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Community.” 
For now, however, putting a stop to 
undermining the freedom to trade i is a 
matter for law and policymakers- 
every capital where genuine national 
prosperity is to be nurtured. It doe 
hurt to remind them that consum 
rather than selected producers, pro’ 
the broadest possible political b 
Politicians could start by promising 
US$5,000 Hyundai — or at least € 
po Honda motorcycle — in ever 





ECONOMIC RELATIONS 


Last in, best served 


China’s trade reforms bring confusion to the market 


By Elizabeth Cheng in Hongkong 
Fs businessmen are finding it 

hard to come to grips with China's 
economic liberalisation. Inconsistent 
regulations at central and local-govern- 
ment level have proliferated, and the 
further decentralisation of China’s for- 
eign-trade structure in recent months 
has created many new and unfamiliar 
trading agencies. 

In Canton, for instance, the number 
of authorised exporters has increased to 
106 from only 10 when trade reforms 
began. These new agencies are eager for 
a slice of the trade E" that was previ- 
ously monopolised by the Ministry of 
Foreign Economic Relations and Trade 
(Mofert). For the foreign businessmen, 
the result has been confusion, quality 
problems, delayed deliveries and, in 
some cases, dishonoured contracts. 

Three years ago, almost all foreign 
traders beat à path to Peking where 
Mofert handled business negotiations, 
contract signing, quality control and de- 
liveries. Now, the trader has to make 
frequent visits to the provinces to main- 
tain old contracts, to make new ones, 
and to monitor prices and quality. 

Reforms have brought many sellers 
who are inexperienced into the interna- 
tional market, said T. Komada, manag- 
ing director of C. Itoh & Co. (HK). 
"They make contracts but often cannot 
deliver the goods on time or ensure that 
the goods are of the quality required," 
he said. Sometimes a deal will be signed 
after much haggling only to be dropped 
without warning by the Chinese party, 
he notes. 

These problems affect all com- 
modities, except for such goods as crude 
oil and raw cotton, sales of which are 
still under central control. But even 
with these latter goods, trade controls 
are no longer as tight as before. 

Komada estimates that the rate of 
compensation for dishonoured con- 
tracts has increased by at least 50% 
from three years ago. But even this in- 
creased level represents only a fraction 
of contracts broken. This partly ex- 
wd why many traders still prefer to 

uy through Mofert or an agency rec- 
ommended by Mofert until the system 
sorts itself out. But inevitably, foreign 
traders will have to find new sources as 
trade becomes more competitive. 
Komada told the REVIEW that C. Itoh 
now buys about half its garments and 
foodstuffs from non-Mofert sources. 

Quality control is a major problem. 
Local food producers who have no 
experience of international standards 
now want to market the goods them- 
selves, Komada said. "But they are 


110 


learning day by day," he added. 

For many traders, expenses have 
soared over the past three years, but 
business opportunities have never been 
so abundant. C. Itoh's increased trading 
costs pale against a 40% growth in its 
China export business last year — and 
growth is expected to be even higher 
this year. 

Mofert is believed to be swamped 
with inquiries from foreign firms and in- 
stitutions wanting to know the minis- 
tries or agencies authorised to trade in a 
specific commodity. But such informa- 
tion has been released only at a trickle, 
much to the frustration of businessmen. 

Selling to China is perhaps even 
more hazardous than buying 
from the country. Quite a few 
companies based their current 
year profit projections on the 
optimistic tone of the 13th 
Communist Party Congress 
last October without making 
adequate allowances for hic- 
cups. For example, Hongkong- 
listed East Asiatic saw its sales 
of printing and food processing 
equipment hit by tightening 
foreign exchange controls in 
China. The company did not 
bargain for the price and la- 
bour reforms which overheated 
the economy, resulting in sud- 
den efforts to rein in credit. 

Imports of consumer items 
are now more controlled than 
earlier this year. Only a month 
ago, import taxes on colour TV 
sets were suddenly raised by 50-200% 
and import licences tightened in an at- 
tempt to curb purchases. 


egislation is another vexed issue: 

lack of clarity in new regulations is 
the biggest problem for many legal and 
accounting experts involved in advising 
foreign clients. With the devolution of 
power from the central government to 

rovincial and local authorities, Pe- 

ing's policies are implemented — or ig- 
nored in some instances — differently in 
different localities. 

One lawyer told the REVIEW that his 
client had been operating in China for 
10 months in a cooperative joint venture 
and is still in the dark as to the tax rate 
he faces. Inquiries made to the relevant 
government departments have failed to 
enlighten. "We've been told different 
things by the same person, some of 
which later turned out to be right, some 
wrong. We can't pin him down on any- 
thing or get anything in writing," the 
lawyer said. 


Laws passed in Peking often look 
good on paper, but there is no formal 
system of gazetting to ensure local offi- 
cials are informed of legal changes. In- 
stead, local authorities usually find out 
about them through a newspaper, if at 
all, said the lawyer. “I often find myself 
having to explain the ramifications of a 
new ruling to both sides [the foreign and 
Chinese parties],” he said. 

As in most countries, local au- 
thorities now make laws and regulations 
specific to their area, adding to the un- 
certainty for traders and investors as 
there is little dissemination of these 
rules. For instance, none of the cities al- 
lowed under the experimental land re- 
form policy to lease the rights to the use 
of land have consistent regulations. 

Foreign d earlier this year 
were told that they could only buy the 
land leases offered at public auction in 
the Shenzhen Special Economic Zone 
(SEZ) using the non-convertible na- 
tional currency, the renminbi, which 
must be obtained at the official ex- 


Doing business in China: slacker controls. 





change rate. Given the unofficial mar- 
ket rate for renminbi against the US and 
Hongkong dollars, this made the land 
twice as expensive for foreign buyers as 
for domestic buyers. All five pieces of 
land offered in the SEZ ultimately went 
to local enterprises. 

The Xiamen SEZ, however, at- 
tracted more foreign bidders. It allowed 
renminbi to be converted at a foreign- 
currency swap centre where the rates 
were on par with the unofficial ex- 
change rates — in effect, nearly a 5096 
devaluation of the renminbi. Shenzhen 
now proposes to accept bids in US dol- 
lars only for their next land lease. 

Similarly, attached conditions such 
as the lease period offered vary widely 
— from 50 vears in Shenzhen and 
Shanghai to 70 years in Hainan and 90 
years in Fuzhou. These new rules have 
upset existing investors who had earlier 
developed real estate under 20-year 
leases. No longer is it true that those 
who get into China first and stay longest 
get the best treatment. oO 
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“Pye got a terrific ball! When dad told me it was made 
of plastic I didn't believe him. I haven't missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog's teeth! All my friends are jealous. I really 
think that the people who made it are clever/' 

That's true : the innovators of today are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of today's high technology. 

Atochem has laboratories, research centres and 


production sites which by working in close collaboration ATOCHEM 

with each other ensure successful products for the ong eae d 697.145 
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Innovators. . Télex: 39712 HKATO HX 
Atochem: The way forward for innovators. Melbourne 


Tél. : 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel.: (65) 225.03.88 

Télex : 34502 ATOSEA RS 
Tokyo 


ATOCHEM in France and the world. Tél.: 81 (3) 234 74.41 





- 10,000 employees plus. - Network spreading over Télex : 2325419 ATOCHM J 
=- 35 productions plants in 97 countries on 5 continents. 
France and the world. - Turnover: FF 23 billions ATOCHEM 
- 4 research and - Main activity sectors T 
development centres. Basic chemicals, POPS ertt e m A O 
- ] technical centre Fine and speciality [ AN J 
(engineering) chemicals, Plastic materials. verc rm T 
4 cours Michelet 


La Défense | Cedex 47 
9209! Paris La Défense (France) 
Tei. (1) 49.00 80.80 - Télex: ATO 611922 f 
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ATR 42-ATR 72 


The cooperation between the AEROSPATIALE 
of France and the AERITALIA of Italy has 
resulted in new aircraft ATR 42 and ATR 72, 
first editions of the ATR family. These are turbo- 
prop jets of a new generation, and are res- 
pectively equipped with PW 120 and PW 124 
engines. They benefit from state-of-the-art 
technology recently developed, in particular in 
the use of composite materials. The ATR 72 
is the first aire in the world to be equipped 
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with an outer wing entirely made of carbo 
The ATR 42 and ATR 72 were designed fi 
short distance flights and to answer to fluct 
ations in airline passenger traffic. Their seatin 
capacity can be extended from 46 to 70 seat 
Around them has materialized the ATR syster 
Today, to build an aircraft is not enough: abov 
all, what we are building into it, is its profit 
bility. The supporting logistics endow the ai 
craft with presence, power, and adaptabilit 
Our aircraft are the result and the expression « 
a system: the ATR system. 

OUR GEOGRAPHIC PRESENCE: Over 35 à 
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nes are already our clients in the five able line of products servicing the specific needs $ 

ontinents. of each airline. — 4 z 

UR TECHNICAL PRESENCE: All around the More than just a family of aircraft, ATR offers a — B8 

rorld, a maintenance network ensures a coherent and innovative En to help air- 

yund-the-clock availability of the ATR aircraft. lines operate our aircraft effectively. 


oulouse, Washington D.C, and Singapore are 
e principal centers of this network. 

JUR TECHNOLOGICAL PRESENCE: ATR air- 
lanes are of a new generation. 

JUR FINANCIAL PRESENCE: ATR can act as a 
nancial advisor. 

JUR BUSINESS PRESENCE: 4 marketing 
enters throughout the world, feature a verit- 
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ho says you 
have to work 
all the time? 


Holiday Inn knows it’s not business all day, every day. You even 
have the occasional vacation. So at all our 1,593 hotels worldwide 
you ll find the best leisure facilities available. 

From the skifieldi and alpine beauty of Queenstown, New 
Zealand to the exotic scenery of Tibet. Or on a journey of discovery 
to Malaysia’s Kuching and Penang, and beyond to Thailand’s Phuket. 
Holiday Inn makes it easy to relax. 

Every Holiday Inn in Asia and the Pacific is perfectly positioned 
for time out; so you don’t have to work hard to enjoy your vacation 
or your hours off. The right reason to choose Holiday Inn first. 


— — —- LOCATION * COMFORT * VALUE — — —— 


The Worlds First Choice 


% Hotidoy Sun 


For further information and reservations: 

Contact your travel agent, any Holiday Inn (worldwide) or our Regional Sales Office, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong 
Tel: 3-7215161. Telex: HX 38670. Cable: INNVIEW., Fax: 34695672 

33 Holiday Inn hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombo » 
Damai Beach Malaysia * Guilin + Hong Kong * Islamabad - Johor Bahru + Kanazawa + 
Karachi + Kuala Lumpur + Kuching * Kyoto * Lhasa + Manila * Nagasaki + Narita + New Delhi - 
Osaka + Penang * Phuket + Queenstown New Zealand - Singapore + Sydney * Tokyo * 
Toyohashi + Xian + Yokohama 


Business 


Travels 
With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 





If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: 
Samuel J. Atlee 
General Manager — 
Marketing & Sales 
Far Eastern Economic Review 
GPO Box 160 
Hong Kong 
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Unparalleled influence in Asia. 











= @ IN 1982 and 1987, Hongkong stock- 
.. market went down with a bang. This 
year, it's more of a whimper. Ennui with 
stockmarkets has gradually been 
_ Spreading around the world — from 
. westtoeast — and will likely affect even 
. Taiwan and Tokyo before the year is 
out. 
Nor has the gradual decline on low 
. turnover been confined to Hongkong 
. among Asian markets. Look at Singa- 
. pore and Malaysia. But Hongkong's 
_ lethargy has an extra and revealing di- 
. mension. Now that even Frankfurt has 
poked its head above the clouds of 

. Spenglerian gloom, the Hongkong mar- 
_, ket is cheaper than almost any, apart 
- from the basket cases of Latin America. 
4 Meanwhile, Hongkong has an econ- 
. omy growing at 7%, continues to run an 
- overall trade surplus of more than 
. US$2 billion — a shift in merchandise 
. trade into deficit being more than offset 
. by a surge in service income. And it has 
- acurrency tied to a US dollar which has 
. been showing unaccustomed health. 
-Share prices have been drifting down 
- and — far, far worse for the brokers — 
, turnover has slumped to its lowest level 
. in four years, a level which can barely 
- pay for the airconditioning let alone Ex- 
_ change Square offices and the salaries of 
. the dart throwers (otherwise known as 
- analysts). 

|... The brokers blame the Hongkong 
.. Government for the sense of unease. 
- They cite as evidence the arrest of stock 
. exchange officials, and the govern- 
: ment's big-brother approach in deter- 
_ mining who is and is not respectable 
enough to stand for elective office at the 
- exchange. 

The general atmosphere of “re- 
form," the threat of some kind of 
capitalist re-education camp, has per- 
. Suaded those pillars of the community 
: whose notion of a free market is to be 
| free to lie, cheat and use inside informa- 
; tion at the public's expense, to keep a 
: low profile for now. 

. In reality, the government has 
-neither the machinery or the political 
_ will to go against those who have not 
publicly disgraced themselves. But the 
unease factor has added to the interna- 
ional ennui, and the general worry 
: about interest rates and inflation. The 
. steam has also gone out of the property 
. market. Prices are only slightly off, but 
. transactions have slumped. In addition, 
. Hongkong is suffering, for the first time 
_in five years, from the intrusion of the 

1997 factor. 

A huge current-account surplus re- 
flecting high corporate profits and al- 
ways high private savings should be 
generating liquidity and giving life to 
the market. It is not. Hefty corporate 
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cash flows are being directed into over- 
seas investments — bank shares, hotels, 
oil wells and variously assorted proper- 
ties. 

In the past, companies which in- | 
vested heavily outside Hongkong were | 
harshly treated by the market which felt | 
(usually rightly) that returns were | 
higher locally. But now the emphasis is 
on security. The company which diver- 
sifies overseas — even at very high cost — 
is being rerated (relatively) upward on 
“safety” grounds. Is Hongkong now 
into the era not of profit maximisation 
but of safety first? 

At the personal level, liquidity is | 
being siphoned out of the market into | 
two directions. First, into overseas | 
properties, most likely in Canada and | 
linked to emigration plans. Or into bank | 
deposits, as often as not in foreign cur- | 
rencies, in preparation for the uncertain | 
political future. | 

There is nothing irreversible about | 
all this. Worries about Zhao Ziyang's | 
reform programme in China could van- | 
ish night. Interest rates may be seen | 
to be close to their peak. Liquid 
foreign institutions may decide 
that whatever the state of the 
rest of the world, Hongkong's 
price-earnings ratios are now 
too juicy to miss. Nonetheless, 
the underlving fact is that as 
1997 draws nigh and the cur- 
rent growth cycle matures, the 
yield gap between Hong- 
kong and other open and 
buoyant economies continues 
to widen. 

€ FROM the Kuala Lumpur 
Stock Exchange comes the un- 
trumpeted release of two im- 
portant pieces of news: three 
companies which have been 
under voluntary suspension for 
many years will be delisted on 
23 September; and the Takeov- 
ers and Mergers Panel has put 
a brake on the attempt by Unit- 
ed Industrial Corp. (UIC), to 
snap up Roxy Electric Indus- 
tries without making a general 
bid. 

It was, no doubt, unintended that 
these two announcements should have 
coincided with the release by the Capi- 
tal Issues Committee (CIC) of the new, 
get-tough version of its listing 
guidelines. Nevertheless, Shroff is sure 
that the stark contrast between the 
CIC's hitherto biteless bark and the 
Takeover Panel’s barkless bite has 
made a suitable impression with the in- 
vesting public. 

In particular, those who subscribed 
to Southern Bank's public offering in 
July last vear on the basis of the bank's 
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juicy M$28 million (US$10.53 million) 
profit forecast, will no doubt be won- 
dering why the CIC has not made good 
its threat to reprimand publicly an 
merchant bank that endorses a pr 
forecast which it subsequently u 
shoots by more than 10% . Souther 
nounced a profit for the year endi: 
December — only six months after th 
issue of the prospectus — which was. 
1976 below forecast. od 
The lame explanation given. by 
southern was that the finance company © 
subsidiary had made greater-fhan-ex- | 
pected loss provisions on the orders of ||. 
the central bank. However, ‘the 
loans are 
precise and provisions should easily 
have been estimated, | 
Southern’s manager for that issue - 
was Aseambankers Malaysia — the 
merchant banking arm ‘of Malayan 
Banking. Readers of Shroff (REVIEW, 1 
May '86), will recall that it was also 
Aseambankers who managed an issue 
for Mechmar Bestobell in December 
1985. Mechmar managed to undershoot 
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by 1676 a profit forecast made just 45 
days before the end of its financial 
year. T 

No public reprimand was issued over | 
Mechmar and no public reprimand has | 
been issued over Southern. Similarly, | 
Arab-Malaysian Merchant Bank seems 
to have got clean away with having en- 
dorsed Cold Storage Malavsia's J 
1987 rights issue profit forecast, which 
was undershot by an enormous 27%, 
Again, the forecast was made only six 
months before the financial year-end. 
So much for getting tough. 











. By Colin James in Wellington 


hey move very fast," says share ana- 

lyst Bridget Wickham of Jarden 
Morgtan. Which is quite a description 
| for Fletcher Challenge Ltd (FCL), New 
Zealand’s biggest public company. 
| Only a couple of years ago, as the bull 
-4 market roared, FCL was being sneered 

at as a dinosaur. 

The dinosaur roared on 14 Sep- 
tember with the announcement of a 
=> d NZ$§32.3 million (US$324.6 million) 
| net profit for the year to June, more 

than NZ$200 million ahead of any other 
|. New Zealand-domiciled company. Five 

.|. years ago, its profit was NZ$45 million 

and only a year ago it was NZ$355.1 mil- 
lion. 

| -FCL came through last year little af- 

1 fected by the stockmarket crash and 

| with strong bank backing, partly be- 

| cause of its high cash flow. This year, it 
has been on a buying spree — a 50.3% 
5 | share in a new newsprint plant in Brazil, 

- 1. à US construction firm, a 50% share ina 

| newsprint company in Australia and 
petroleum and building products firms 

| in New Zealand among a welter of pur- 
chases totalling NZ$3.2 billion in the 
year to June. Total investment, includ- 
ing capital expenditure, in the year was 











| NZ$4_1 billion. 

| But FCL is not just buying. An ex- 
| tensive programme of rationalisation 
and the sale of operations and minority 
n | shares “where market leadership of pos- 
; itions of control of particular companies 
' could not be developed satisfactorily,” 
netted NZ$1.1 billion during the year to 

June and has continued since. 
Better is to come, according to ana- 
lysts. They expect a profit in the current 
| year of more than NZ$650 million — 
without any more acquisitions. And 
|. that from a company based in a country 
T. that is going through its worst recession 

|. in 50 years (REVIEW, 25 Aug.). 
Ce -FCL describes itself as a “diversified 
| industrial" company. The diversifica- 
tion is aimed at insulating it from the 
vagaries of country economies, product 
cycles and currency movements. FCL 
aims to limit dependence on any pro- 


~ duct-linked sector to no more than 
. 2098. 










tion: FCL sheds activities that do not 
perform or are outside its range of ex- 
pertise and it is choosy about those it 
gets into. It currently has seven product 
groups. 

FCL was formed in 1981 out of build- 
ing materials, contruction and property 
firm Fletchers, which also had fishing 
interests; a rural services company, 
Challenge, which had a range of other 
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Dinosaur no more 


New Zealand's Fletcher Challenge sidesteps Asia in its growth 


interests, and Tasman, the pulp and 
paper company they jointly owned with 
the government, The new conglomerate 
was a sprawling empire, many activities 
related only tenuously to each other. 

The merger brought together an un- 
likely but effective duo: Challenge's 
Ron (now Sir Ronald) Trotter, a tall, 
rangy, affable man with the drawl 
characteristic of the “ordinary Kiwi 
joker”: and the small, trim figure of 
briskly spoken Hugh Fletcher, with de- 
grees in commerce and chemistry in 
New Zealand and an MBA from Stan- 
ford University in California, grandson 
of the founder of Fletchers. 

Trotter retired last October to 
chairmanship of the board, leaving 
Fletcher, now 41, as chief executive. 
They did not always see eye to eye — 





| amdi rising profits. 
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i fogether with | a 
48% stake in British Columbia Forest 
Products acquired in 1987, since lifted 
to 69%, the Canadian forest interests 
accounted for NZ$256 million of FCL's 
1987-88 profit, helped by cyclically high 
prices. 

And Fletcher argues that it will stay 
profitable when the inevitable down- 
turn comes in the forest products mar- 
kets. The kraft pulp and newsprint mar- 
kets have different cycles, he says, and 
in any case, FCL has a low-cost, high- 
productivity portfolio of mills capable 
of surviving when world production 
capacity increases sharply in the early 
1990s. 

The Canadian purchases proved two 
FCL points: buying countercyclically 
can yield bargains, provided the funda- 
mentals are sound and heavy moderni- 
sation spending ensures the fundamen- 
tals remain sound. "We buy at the bot- 
tom of the cycle, when things look terri- 
ble and nobody cansee them getting any 
better," Fletcher says. "We look to buy 
companies with excellent assets and we 
are prepared to spend the money neces- 
sary to improve the competitive posi- 


FLETCHER CHALLENGE BRANCHES OUT g 
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Fletcher moved the headquarters from 
Trotter’s preferred Wellington to Auck- 
land, while Trotter has doubts about 
Fletcher's economics. However, together 
they consolidated FCL’s position in 
New Zealand and built it into a world 
power in forest industries (second in 
newsprint and kraft pulp and a leader in 
sawn timber), rated 60th outside the US 
in earnings and 90th in assets by For- 
(une. 

The first major move was offshore — 
buying Crown Zellerbach's ailing pulp 
and paper and forestry operations in 
British Columbia, Canada. Atthe time, 
the move was daring, the first major 
purchase overseas by a New Zealand 
company. The cost looked steep: 
NZ$421 million, just NZ$43 million less 
than FCL’s stockmarket capitalisation 
at the time. And pulp and paper pro- 
ducts were in the doldrums — the Cana- 
dian company was losing money and 
continued to do so for two more years. 
Critics were sceptical. 

Sceptics are hard to find now. The 
renamed Crown Forest Industries, up- 
graded and modernised, has yielded 


(Selected financial data 1982-88). 
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tion” (NZ$281 million at Crown since 
the purchase). 

That involves spending proportion- 
ately more than competitors to gain 
lower units costs and higher product 
quality — Fletcher follows the Japanese 
kaizen principle of steady incremental 
improvements. 


CL has not always succeeded. “We 

made a mistake,” Fletcher says of a 
move into meat processing at a time 
when the industry — which has been se- 
verely hit by New Zealand’s rural re- 
structuring — had still to reach its nadir. 
FCL wrote off NZ$96 million on its in- 
vestments there in the year to June 1988 
and is reducing its involvement. 

FCL went into meat as a logical ex- 
tension of its heavy involvement in the 
rural sector (it has 65% of New Zea- 
land's farm finance and supplies busi- 
ness, which has also cost it heavily dur- 
ing the downturn, with NZ$30 million 
allowed on the 1988 balance-sheet for 
debts it expects to write off). That took 
it into horticulture, another trouble 
spot. 
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In a number of its business areas, 
'L has developed a "resource chain 
philosophy," enabling control of a pro- 
_ duct from its origin to the market; for 
. example, from forests to house-building 
.. andfrom aggregates to concrete to com- 
- mercial building. A NZ$50 million 
phosphate mining joint venture in Peru 
this year links into the supply of fer- 
tiliser. 
S But the diversification must also 
have "synergy" — FCL must have a 
competitive advantage within the indus- 
try into which it moves. “We have learn- 
* ed once, twice, many times that diver- 
s sity without A advantage sub- 
tracts from cash flow rather than adds to 
» It,” Fletcher says. 
. , FCL extended from farm financing 
. into high street retail financing — but 
- has since pulled back. It has also di- 
. vested some of its retail activities which 
» Were extensions of its role as a supplier 
.. to farmers. This year it sold sharehold- 
. ings in the Australasian food giant 
_ Goodman Fielder Wattie (GFW), and 
© British baker Ranks Hovis McDougall, 
_ for which GFW made an abortive bid in 
« July. 
; Its investments outside New Zealand 
. have been principally in activities pur- 
sued inside the country. In addition to 
_ the forest industry operations in the 
. Americas and Australia, FCL has 
. added to its construction activities in 
. New Zealand Pacific Construction in 
. Hawaii, Wright Schuchart in Seattle 
_ and a 47% holding in Jennings in Aus- 
- tralia. 
In April, Fletcher said FCL was 
. looking at expanding into the European 
and American fishing industries. It is 
. one of the biggest fishing operators in 
. New Zealand. Rumours, which have 
not been denied, suggest FCL may pull 
. out of fishing in New Zealand, offering 
to sell its quota to the government which 
proposes to hand over half the inshore 
fishing quota to Maoris in settlement of 
a clam under the 1840 Treaty of 
Waitangi (REVIEW, 15 Sept. ). 
. The glaring exception to the stick-to- 
_ What-we-know principle was the pur- 
- chase in March of Petrocorp, the New 
- Zealand state-owned oil and gas com- 
pany. 
. But the price was arguably low — 
. NZ$1.14 billion, compared with an an- 
_ nual cash flow of NZ$250 million — and 
.it yielded NZ$53 million profit in the 
. three months to June, helped by cycli- 
-cally high methanol prices. And, with 
-oil prices — and so gas prices — at alow 
. point, profits are likely to rise when 
. prices rise, thus conforming to the prin- 
. ciple of countercyclical purchase. 





In addition, Petrocorp is a New Zea- | 


land enterprise and its addition helps 
keep FCL anchored in New Zealand. 
The company intends to keep at least 
half its shareholding in local hands. 
Fletcher has recently expressed an in- 
terest in buying the 85% state-owned 
Bank of New Zealand, which com- 
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mands 40% of the primary banking 
market, — ee 
With 38% of the 1987-88 profit com- 
ing from foreign operations and that fig- 
ure likely to rise as New Zealand works | 
through its recession and opportunities | 
| for further expansion in New Zealand | 
diminish, some analysts doubt that FCL | 
will remain majority New Zealand- | 
owned. | | 
But for the time being, FCL is trying 
to raise its foreign ownership — 3% in 
| 1981 and now around 25%. With a 
debt:equity ratio of 1.44:1 (higher than 
the target of 1.22:1) asa result of its buy- 
ing spree, FCL wants more equity and 
wants it from foreign sources in such a | 
way that it does not repatriate to New | 
Zealand. — | 





Over the past two years, C$284 mil- 
lion (US$231.3 million) has been raised 
in "exchangeable" shares in Canada | 
(shares which have a higher nominal 
value than FCL but exchangeable for 
five FCL shares at any time). FCL is in | 
the process of listing on the Montreal, | 
Toronto and Vancouver exchanges (its | 
Canadian subsidiaries are already listed 





there) and in Frankfurt (to complement 
its entry into the bond market last year). 
It has been listed in London for a cen- 
tury (through the listing of what is now 
one of its component parts, Wright 
Stephenson). This is part of the guiding | 
principle of “globalisation” — spread- | 
ing equity, activity, profit and risk | 
around the world. 

But in doing that, FCL has stuck to 
regions and cultures it feels it knows — 
Australia, Canada, the US and Chile, | 
where it owns Papeles y Bosques Bio | 
Bio, plus the South Pacific and Brazil, | 
where it took a 50% stake in July in | 
Papel de Imprensa (PISA) in a debt-for- | 
equity deal worth US$83 million. PISA | 
produces 70% of Brazil's newsprint. | 

FCL is noticeably absent from Asia, | 


| 
| 
| 
| 








| except for an oil well in Thailand which 


| there. The reason is that FCL likes to be 
| “a local" in countries it invests in and 
"Asian leaders still prefer a good local 


| it acquired with Petrocorp, though it 
| does export and construct buildings 
| 


company to a good foreigner. It’s much 
easier to be a local in North America 





| than Asia. In the construction game, for | 
| instance, Asians will always accept a | 
| higher tender from another Asian coun- | 
| try,” according to Fletcher. Its next | 
| move geographically is likely to be into 
| Europe. | 
| Fletcher was confident that an- | 
nouncement that FCL would improve | 
| its position next year. Its product and | 
| country diversity balance buoyancy and 
| downturn. 

| Analysts have few quibbles. They 
| consider FCL well managed and wellfo- | 
i 
} 
i 
| 


| 
| 


| 
| 
| 


| cused, and with debt at a comfortable | 
| level — finance director David Sadler | 
| Says it can be brought below the target 
1.22:1 within three years. The prospec- | 
tive price-earnings ratio of around | 
| seven adds to the attraction. | 


zt 
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Asian shareholders may not take 
up Stanchart’s rights issue 
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By Anthony Rowley in London n 
S tandard Chartered Bank's proposed 

£303 million (US$509 million) rights | 
issue, apart from rescuing its ravaged | 
balance-sheet, will dilute substantially | 









Sir Yue-kong Pao and associates, 
who jointly control 14.9% of the bank- | 
ing group's equity, have said that they do. | — 
not "presently intend" to subscribe for- 
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their rights shares — which means Pao’s |. 
shareholding will fall to 9.995 after the ~ 
issue, | i 
Itinerant Singaporean businessman || 
Tan Sri Khoo Teck Puat, who holds || 
7.3% of Standard's stock, is thou 
highly unlikely to subscribe either. 1 
bank says that it is still unaware of his in- 
tentions. 

Only the Bell Group, the third of 
the white knights who helped snatch 
Standard from the jaws of Lloyds’ hos- 
tile takeover bid three years ago. is 
standing firm. The Bell Group, recently 
taken over by Bond Corp., will sub- 
scribe in full for the rights attached to its 
14.9% stake. 

No sooner had Standard announced 
on 14 September the Bell Group's sup- 
port than controversy arose about the 











personal purchases of the bank's share | 

by Bell Group's former owner Robert | 

Holmes à Court. | 

Holmes à Court, who is a deputy | 
any 






chairman Of Standard along with Pao, 
bought some 80.000 shares before the 
formal announcement of the rights 
issue. Standard's share price rose sharp- 
ly after the announcement. He bought 
these shares in several purchases 
between 22 August and | September, 
shortly after the bank's favourable in- 
terim results were published on 17 Au- 
gust. The bank's board decided on 16 
August to go ahead with the rights issue, 
though sources close to Standard say 
that Holmes à Court was not in Britain 
at this time nor was he aware of the deci- 
sion. 

Accounts differ about whether it was 
Holmes à Court who suggested to Stan- 
dard's chairman Sir Peter Graham that 
he should buy shares in the bank (since 
he was still deputy chairman though he 
no longer controlled Bell). or vice 
versa. The London Stock Exchange's 
rules prohibit a director from dealing in 
his company's stock if he possesses 
price-sensitive information. The ex- 
change is looking into Holmes à Court's 
purchases. 

Meanwhile, analysts suggest that the 
near month-long delay between publi- 
cation of Standard's interim results and 
the rights-issue announcement was due 
to the uncertainty over the attitude of 
the Pao camp. Although Pao and son- 
in-law Peter Woo, who both have seats 

















on the bank's 
board, are "suppor- 
tive" of the rights 
issue, their inten- 
tion not to sub- 
scribe is seen as 
significant. 

Standard Char- 
tered is very cagey 
over what is behind 
Pao's thinking. 
Lack of funds is dis- 
counted, though 
the one-for-two 
issue would cost the 
Pao camp some £46 
million in respect of 
its 23.33 million 
shares at the price 
of 400p each for the 
new shares. Specu- 
lation in London is that Pao will sell his 
rights — worth some 43p a share — in 
the market once dealings begin. Share- 
holders have until 1 November to de- 
cide what to do about the issue. 


Standard's share price rose from | 


£4.90 to £5.25 from 14-19 September 
and there seemed to be no shortage of 
buyers. Some London institutional in- 
vestors who sold out at the time of the 
Lloyds’ bid are now apparently seeking 
to restore Standard to their portfolios. 
There is speculation that the Bank of 


Holmes à Court: unaware of decision. 


3 England, which has 
z one of its former di- 
board — 
$ chairman-designate 
* Rodney Galpin — 
wanted to see a 
stronger London 
institutional 
shareholding base 
for the bank. 

The sharp rise of 
Standard’s share 
price immediately 
after the rights an- 
nouncement and a 
fall in the price of 
Lloyds' shares have 
renewed specula- 
tion that Lloyds, 
whose symbol is a 
black horse, might be poised to bid for 
Standard, perhaps via indirect acquisi- 
tion of the Pao and Khoo's right shares. 

Standard said that the effect of the 
rights issue, plus the recent sale of 

nion Bank in California, would restore 
its equity:total-assets ratio to 4.7%. On 
a risk-weighted assets basis, the ratio is 
comfortably in excess of the 8% ratio 
laid down by leading central banks, yet 
Standard intends raising the ratio further 
through retained earnings and probably 
some minor asset disposals. Oo 
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COMPANIES 


Polly Peck's Asian perch 


Diversified British firm seeks Hongkong listing via reverse takeover 


By Christopher Marchand in Hongkong 


olly Peck International (PPI), the 

flashy British agricultural, elec- 
tronics and textiles company is listing its 
textile interests in Hongkong through a 
reverse takeover of a shell company. 

The group, which made a net profit 
of £69.4 milfion (US$116.6 million) on 
turnover of £380 million in its last finan- 
cial year, paid HKS520 million 
(US$66.7 million) for the shell, Glynhill 
Investment. PPI will reverse its textile 
interests into it. 

The next stage will be a public share 
offer at the end of the month of 52 mil- 
lion shares to cut PPTs holding in the 
Hongkong subsidiary, Polly Peck Far 
East (PPFE), to 75% in line with stock 
exchange listing rules. 

Polly Peck chairman Asil Nadir, in 
Hongkong to promote the share offer, 
told the REVIEW that PPFE plans to di- 
versify into food trading, pharmaceuti- 
cals and leisure. His breezy forecast is 
that the Hongkong company will ac- 
quire a radically different complexion 
within a year, and that still-to-be-de- 
veloped businesses will soon dwarf the 
textile interests. 


Food has been targeted as a 
prime area for growth. Polly Peck's 
agricultural profile lies in the pac- 
kaging and marketing of citrus pro- 
duce, and the group has expanded ag- 
gressively in Asia, Europe and South 
America. 

Stock broker County NatWest 
Wood Mackenzie says that Polly Peck's 
strategy is to integrate its food activities 
from production to packaging to ship- 
ping and transport. 

A County NatWest analyst said: 
"This ensures effective quality and cost 
controls, and explains how Polly Peck 
earns significantly higher margins than 
other leading European fresh-produce 
distributors. Polly Peck is probably the 
world's most profitable fresh-produce 
distributor." 

However, the 27-30 September pub- 
lic share offer relates to the textile in- 
terests. These are the Hongkong com- 
panies Impact Textiles and Shui Hing 
Knitting, as well as Agoli, a Portuguese 
textile maker, and Santana, a US textile 
distributor. 

The offer price has not yet been an- 


nounced, but it is likely to be HK$2.50 a 
share. That would rate the shares at an 
8.5 times forward Pee mk on HK$47 
million net profit for the year to 31 
March 1989. Turnover should be 
HK$1.2 billion. On completion of the 
share sale, PPFE will have HK$350 mil- 
lion cash and no borrowings. 

Nadir says the same policy of vertical 
integration in agriculture will be used to 
build earnings growth in textiles. Unlike 
many Hongkong textile manufacturers, 
Polly Peck makes or sub-contracts its 
own brand-name clothing and owns its 
own marketing network. Production 
has been increasingly located in Dubai, 
using imported labour. 

However, Impact can probably not 
maintain its profit growth. Impact was 
sold by listed Hongkong textile com- 
pany Jan Sin Mee (JSM) in October 
1986 to a joint venture owned by Polly 
Peck and Hongkong industrialist Stanley 
Ho. Impact's profit nearly doubled in 
the following year, pricing the sale on a 
forward earnings multiple of less than 
four times earnings. 

JSM later went into liquidation, and 
unhappy shareholders, led by a West 
German investor, queried aspects of the 
company's management, including Im- 
pact's sale. The shareholders said it had 
not been revealed that Ho's brother Sid- 
ney was the managing director of JSM. 


Sidney Ho has since evaded the 
liquidators queries by fleeing tc 
Taiwan. 
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Floods bury growth hopes 


i T worst floods in Bangladesh's his- 


tory are receding, leaving a trail of 


¿< devastation — 30 million people have 
- been affected, 4-5 million dwellings de- 
> Stroyed, and transport and communica- 
. tions severely disrupted. 

|. . The economy was badly affected by 
. floods last year — at the time consi- 
. dered the worst in 35 years. Now ob- 
. Servers are predicting a negative growth 
- fate for this year’s GDP. 

- Although it is too early for an accu- 
_ rate estimate of flood damage, a pre- 
. liminary government estimate puts loss- 
. es at US$1.5-2 billion compared with 
. the USS$I billion loss sustained in last 
year's flood. A clearer picture will 
. emerge early next month after a 
- joint survey by international aid 
. agencies. 


-fiscal year was projected at 6.1% 


squeezed. The depressed demand will 


adversely affect the pace of industrial | 


recovery. As a result, new investment in 


industry to expand capacity is unlikely | 


in the near future. 


Foreign trade during the current fis- | 


cal year is likely to suffer because of the 


floods. Imports were already showing 


signs of sluggishness and may not reach 
the US$2.3 billion target, compared 
with last year’s target of US$1.8 billion 
and actual imports of US$1.5 billion. 


The export target for the year is US$1.4 | | | 
| vestment programme is likely to be 
of US$1.2 billion. The performance of | 


billion against last year's actual exports 


the non-traditional sector, especially 
the garment industry, has been good. 


GDP growth for the current | Montse Au 


(recorded GDP growth last year | te 7. ee 


. was 2.5% against the target of 
. 5.196), with agriculture and in- 
dustry forecast to grow 6.2% and 
o 7.1% respectively. 
|. . This year's floods have wreak- 
ed havoc on the largely urban- 
based private-sector industry. Ac- 
. cording to President H. M. Er- 
shad, nearly three-quarters of the 
country's 28,000 factories have 
; been affected. Industrial produc- 
. tion has almost come to a halt. 
The industrial sector may have 
to bear the major brunt of the 
post-flood dislocation of the econ- 
. omy. With greater unemployment 
in industry and commerce, pur- 
chasing power will be further 


+ 


 Mafatial Y31Mar | Rs22.7m 
Industries (US$1.6m) 


United Micro ~3 


Electronics 


+16.2 


Y 30June | A$45.2m -8 
(US$36m) 
Y30June | A$126.1m +33 
(US$100.5m) 
Sino Realty Y 30 June | HK$759.9m -181 
& Enterprises (US$97.4m) 
Kirin | H31July | Y15.3b -94 
rewery (US$114.2m) 


+396 


„Renison 
‘Goldfields 
Brambles 
international 


Sony 
Corp. 


30 June | ¥16.1b 
(US$120.1m) 


Ce Sea aZ TED Tiare: Cat A PH Ed THEE EEE ATH y eee 


3 A$431m 


E 


‘(wheat and others 





World Bank, Govemment of Ban gi adesh. ; | 
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Turnover 


3 NT$1.3b 


(US$45m) 


NT$5.8b 
(US$200.7m) 


(US$343.4m) 


A$1.4b 
(US$1.1b) 


HK$2.1b 
(US$269.2m) 


'* 666.6b 
(USS5b) 


Y 463.6b 
(US$3.5b) 


+848 | 18HKc 


(1 HKE) 





FOODGRAIN PRODUCTION fame 





Foreign-exchange reserves — had 


reached an all-time high at US$1 billion 
_ just before the flood because of a shortfall 
| in imports last vear, increased remit- 
tances from Bangladeshis working abroad 
and increased borrowing from the Inter- 
national Monetary Fund. However, the 
reserves are likely to be drawn down be- 





indications suggest that the public-in- 


drastically curtailed and the annual de- 
velopment programme may be slashed 


| by as much as 30% to divert resources to 


rehabilitation and reconstruction 
programmes. 

Agriculture, which contributes 
nearly half of the GDP and pro- 
vides two-thirds of the employ- 
ment, will trail far behind pro- 
jected growth and dampen the 
prospect of even marginal growth. 

Apart from injecting money 
into rural areas through various 
reconstruction projects, the gov- 
ernment will also try to liberalise 
its — rural — credit-distribution 
facilities. However. last year 
government agencies could dis- 
burse to the farmers only Taka 
6.5 billion (US$203 million) 
compared with the total distri- 
bution programme of Taka 10.4 
billion. For this year, the go- 
vernment announced that it will 
distribute Taka 12.5 billion 
as agricultural credit. | 

| -—- S. Kamaluddin 
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Comment 


i (————— e 


indian textile giant diversifying into export computer 
software with Sysmode Sarl of France. 


———————————— 


nufacturer hit by 


consumer electronics manufacturer. 


E ————e— 
AAA MA P trt L E mis € 


A one-for-three bonus issue despite record sales tarnished 
by forward sales of copper. 


amm frm mem ar att itii YH rsa nA AAAA IN ira deme erar i S a ai RI A AS SS mn A S RA 


Australian transport firm's overseas operations out- 


Hongkong property group is optimistic about prospects in 
real estate and rentals markets. 


M Rr n NP M A PHA Ie 


-2.8 nil Japanese brewer changed financial year to end 31 Dec., 
(¥3.5) | instead of 31 Jan. 

+37 n.a. ; 
(n.a.) subsidiaries. 
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| 19Sept. Spot | Previous Y t ec Bes. d ee 
l .US$1 WORTH | rate? weekt ear ago 19 Sept. ae treasury , pissis 
-Australia dollar | 1.270 1.247 . | sponas MUN 
pound 0.597 0.591 0.559 Australia 15.50 12.55 13.00 13.39063 13.8125 — 
Canada dollar 1.223 1.239 1.208 MD ME 
France franc 6.349 6.278 | 5.912 Britain 13.00 i — 11.5625 12.25 : 12.4375 .. 
Hongkong dollar 7.8115 7.812 7.803 9.50 Mum 8.00 8.3125 8.50 
India rupee 14.545 | 14.35 13.84 esis | 
indonesia rupiah 1,701.00 1.702.00 1,679.00 indonesia 22.00 — | 19.50 n.a. n.a. 
Japan yen 133.85 133.60 126.12 - f vct 
Malaysia dollar 2.661 2.651 2.578 Japan Br A Aar OR oc 6.03125 | 5.0625 
NewZealand dollar 1.650 1.605 1.377 “3.975. | | mE 
Pakistan rupee 17.83 f 17.83 17.83 i | ] : 
. Philippines peso 21.23 21.23 20.97 Malaysia 6.75 3.607 | 3.40 3.50 | 3.65 
Singapore dollar 2.039 | 2.035 20.29 d 14.5 14.4 | 1444€ 
SouthKorea won 719.60 720.10 728.40 New Zentand Wf | m: d ae 
. SriLanka rupee 32.928 32.927 31.046 Philippines 10.0625 16.628 13.50 14.00 14.00 
Switzerland franc 1.579 1.561 1.455 . 
Taiwan NT dollar 28.93 28.84 28.65 Singapore 6.13 s | 4.75 4.875 5.125 
Thailand baht 25.52 25.48 25.23 South K 11.50 16.9 e Ad dies 
West Germany mark 1.869 1.847 1.753 nui: | 
Taiwan 5.75 5.01 | 4.25 4.65 5.10 
Banknote Official Communist : 
rala" | rate pat Thailand 11.50 5.20 | 11.50 11.75 ES 
Bangladesh | 42.00 China US 10.00 7.777 8.25 8.3125 8.5625 | 
rein el US$ - imb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
Macau 8.05 Hi ME [TT monn | 3monhs | émonths | 12months | 
Nepal 24.00 Soviet Union Fr : 
8.25 8.25 8.50 j 
;PapuaN.G 0.86 USS = Rouble 0.6228 ue | 





















12.1875 12.3425 
4.9375 | 4.9375 


11.5625 
5.125 
3.0625 
4.9375 
12.50 


Laos £ Sterling 


USS = New Kip 350.00 
Vietnam 
USS = Dong 368.00 


Other: SORI = US$1.29346, ECU1 -US$1.1051, 
8$1-«M$1.307, £1 HK$13.0871, 

3 months forward: Japan Y 133.54, 

Hongkong HK$7.8077, Singapore S$2.0295, 
tMiddle rate ‘Selling rate 


























Yen 


















3.39125 3.6875 
4,9375 5.1875 
13.00 13.3125 


Swiss Fr. 
Dm 
AS 


*iong term 


COMMODITIES : ———————— TO) YIELDS (%) 
Last anle to 19 Set SSS 


















































Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 








**shortterm — tofferedrate Source: Telerate, Vickers da Costa & Co. | 
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Gold London (3) 409.45 420.05 453.75 461.25 USS: : 
es NE 3s 5] Domestic 3-5 yearst 8.66 9.02 7.79 
Copper ew ce 7-10 years! | 8.98 9.37 8.45 

Codd nn (Sept.) bp 105.05 104.00 82.95 i] international 3-Syearst | 8.76 9.10 7.84 
Aluminium " London (1) l eee 7-10 yearst | 9.02 9.40 8.53 

Current delivery (Sept.) 1,418.00 1,408.00 2.160.00 1,126.00 | Yen: 

Dec. delivery 1,374.50 2 Domestic 3 years t 4.56 4.46 3.523 
Tin KualaLumpur (2) 19.80 19.50 18.09 16.89 on iOyearst | 5.25 5.38 4,44 
Cotton New York (4) ; : international — 3-5yearst 4.54 | 4.47 3.84 

Current delivery (Oct.) 52.90 54.90 68.00 76.23 us 7-10yearst | 5.40 5.42 4.61 

Dec. delivery 51.63 So Om: | 
Rubber KualaLumpur (9) (j| Domestic 3-5years” | 5.87 na 5.625 

Current delivery (Oct.) 311.50 326.50 378.50 271.50 E 10 years S n.a. | n.a. n.a. 

Dec. delivery 312.50 H 7 international — 3-5yearst 5.90 | 6.21 4.96 
Paim Oil KualaLumpur {5} id 7-10yearst |: 648 | 6.76 | 6.07 

Current delivery (Oct.) 955.00 950.00 1,188.00 769,00 AS: 

. Dec. delivery 974.00 ; | . 
i Domestic Syearst j ma na. 41.41 
"5 Sugar l New York {4} inde ‘ 10 years t n.a. na. | 1192 
ines m evils (Oct) 9.80 ae eee oe Intemational — 3-5yearst | 13.08 | 12.82 41.53 
; Pii - ivery ncs m 7-10yearst | 12.30 | 12.33 12.35 
Ramik Asta blk 100% | 415.00 462.50 720.00 1,100.00 C$: | 
Wheat _ Chicago 6) Domestic 3years* | 10.10 | 10.22 9.07 
Current delivery (Sept) | 403.00 400.00 381.40 298.20 1Oyears* | 10.07 | 10.37 9.45 
Ded dolvery 417.40 international — 3-5yearst | 10.22 | 10.43 9.21 
-Maize Chicago 7) 7-10yearst | 10.30 | 10.63 9.62 
“Current delivery (Sept.) 278.60 285.60 309.40 180.40 £: | 
, Dec, delivery | 290.40 Domestic Syearst j| na i na. Onda 
Rice Bangkok (8) 10 years t n.a. | na | na. 

594 white fob f 305.00 305.00 300.00 240.00 international 3-5yearst | 10.80 | 10.40 9.22 
Soyabeans Chicago (6) 7-10yearst | 10.51 10.22 9.57 
a delivery Ww i 859.40 Domestic 3-5yearst | 13.2625 | 13.4125 | 13.35 

ocoa ondon ) 7-1Wyearst | 12.71 12.6625 | 1275 - 

iai quiate (Sept) acd 290.00 Sra) Lec International 3years* | 13.53 13.41 4334 

7-10 years* .85£ 432.70 
Coffee London (1) SFr: y 12.855 | 12.785 | 32.70 

Current delivery (Sept.) 1,113.00 1,125.00 1,125.00 1,290.00 " MEM | | 

Nov. delivery 1,103.50 3-5 yearst 4.73 | 465 3.97 — 
Petroleum Tokyo (11) 7-10yearst | 4.59 | 4.60 4.60 | 

Sumatran light 13,20 14.00 16.20 18.15 ECU: 

Brent London (11) 13.25 13.35 15.10 18.90 3-5 yearst 7.44 7.29 743 

7-10 yearst 7.?0 7.78 7.85 


















(tj£atonne  (22M$akg (3) USSanoz  (4jUScalb (5)M$atonne (5)USc a 60 ib bushel 
(7}USe a56lb bushel  (B)USSatonne (8)Mcakg (10)S$a10Gkg (11) US$abarret Source: Telerate, Reuter. 






* AAA corporate ! Government Source: Telerate.. 
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LaL IVE EXCHANGE RATES 


schol 


New pum c" 


~ 
sc ma gon as S anon man” bc 


Australia © 


(weekly values) (end month) 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


INDONESIA 


AUSTRALIA CHINA | HONGKONG | INDIA 


roo Growth % (real) (1) 


1988 


International Reserves (5) 
Latest 


Year earlier 


| Trade Balance itotal merchandise) 
: Latest 3 months 


Previous 3 months 
Year earlier 
: Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Consumer Prices 
Base 


Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


4.6 
-3 


US$12.80b 
(July) 
US$9.35b 


+ US$0.26b 
(Apr.-June) 
4US$0.33b 
+US$0.17b 


US$8.61b 
-1.3 
+11.3 


piis 7 
219 ^ 


July 80-June 81 «100 


179.0 
(Apr.-June) 
+3.0 
+9.8 


A$127.39b(10) 
(May) 


9.4: 
7-7.5 


US$19.06b 
(June) 
US$13.55b 


~US$0.63b 
(Jan.-Mar.) 
—US$1.24b 
~ US$0.52b 


pisce va 
m H 


Sept. los 1986 —100 Oct db 85-100(2) 
107.96 117.0 


pe ;Dec. ) 
+ 2 H 


Rmb 823.31b 
(Mar. 


n.a. 


n.a. 


ay-July 
-USS$0.B9b 
-USSO.10b 


USS15.81b 
424.7 
426.7 


USS16.30b 
+20.2 
-+31.6 


(May JU) 
41.8 
T 


HK$323.22b 
(July) 


1960-- 100 
772.6 
(Apr.- dure} 
+25 
*131.4 


Rs 14.72410) 
(July) 


I rara Beni rrr i e rim isti 


+ USS3.24b 


ayi 
Uses 53b 
+UBS17, 73585 
(Apr.- June) 


TUSSTS;TTD 
CUSS20 58b 


US$54 g3big) 
MS & à ü 
4442 


U5$47. MD 


Apr. ??-Mar. 78= 100 


310.47 


(May-July) 
+24 


+8.6 


% change previous month +0,6 i + 2,6(41) ~0,3 +48 
% change year earlier *12.4 +294 +19.1 + {7.5 


| MALAYSIA — | PHILIPPINES SINGAPORE SOUTH KOREA _ 


Economic Growth % (real) " 
1987 


1988 
International Reserves (5) 

Latest 

-Year earlier. - 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 


xports (7) 

Latest 3 months 

% change previous 3 months 
: in change year earlier 


96 nU previous 3 months 
E % change year earlier 
Consumer Prices 
Base 
- Latest 3 months index average 


% change previous 3 months 
: % change year earlier 
Money Supply (3 
Latest 


96 change previous month 
% change year earlier i 


4.2 
6-8 


US$6.22b. 
(June) 
US$7.09b 


* US$0.61b(4) 


(Jan.-Mar.) 
+ USSO.80b 
* US$0.50b 


US$4. O84) 
$ 34 P 


US$3.47b(4) 
43.2 
436.8 


1980= 100 


M$55.67b 
(May) 
-0.8 
*2.5 


5.05. 
5.5-6,5 


USSO. 48b 


1978 = 100 
403.0 
(June-Aug.) 
*2.0. 
*8.7 


P 163.44b 
(May): 
+T 
+23. 2 


8.8 
8-10 


US$15.87b 
(May) 
US$13.70b 


-USS$1.18b 
.(Apr.-June) 
~ US$1.05b 
~US$0.81b 


 US$9.52b 
+13.6 
+32.8 


US$10.70b 
T13.7 
+33.5 


June 82- Pr :100 
104.1 


(Apr. Los 
+16 


$$37.53b 
(May) 
+2,9 
+95 


12.0 
10-11.5 


US$9.56b 


(July) 
US$3.29b 


+ USS$1.79bí6j 
(June-Aug.) 
*US$1.45b 
*US$1.29b 


US$15.44bi6) 
+ OG 
4293 


US$13.65bí5) 

+8.0 
328.1 

1985-100 
113.5 

(May-July! 
41.4 
£72 


Won 42.74t 


NT$4.34t 
(Apr.) 


6-8 


U8$74.26b. 


(Apr.) 


U8$57.490b 


CUBES 21b 
i&pr.-June) 
+USS1.346 
*USSABSb 


US$15.50b 


+420 
+ 72.0 


US$12.29b 


-QA 
+ BBO 


1986 = 100 


100.77 


(Apr.-Junei 
+05 


-+f 3 


Buhtsdr yh 
Map 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price index A — (3) M2 or Currency plus bank deposits (4) Peninsular Malaysia arly 
except for Singapore (6) Customs basis (7) fob — (B) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months 
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Investors lose interest 


WHILE T okyo edged higher in response to better US trade figures, most other Asian markets succumbed to 


deepening sense of gloom. Taipei bucked the trend, and surged back above the 8,000 mark. 
S NEA M | AUSTRALIA: Sagging gold and oil 


OKYO: The market edged higher, 
encouraged by better US trade figures 
. and a stable US dollar. Large-capital 
© Stocks, paper and electrical issues were 
in favour, with Oji Paper up Y10 (7 US 
cents) at Y 1,450 and Toshiba up ¥70 at 
|. Y1,160. NTT slid ¥20,000 to Y2.23m. 
| Trading was busier. Average daily 
|} turnover was 1.03b shares, worth 
Tit. 


~ HONGKONG: A general lack of in- 
vestor interest sent prices sliding. The 

Seng Index lost 21.36 to 2,468.94. 
Rumours of a continuing corruption 

probe and further government inter- 
ference hurt sentiment. Hongkong 

"s |. Bank fell 10 HK cents (1.2 US cents) to 
vo 1 HKS$5.9. Wharf dropped 35 HK cents 
c | to HK$7.45. Turnover was 1.7b shares, 
^07]. worth HK$1.68b. 


| SINGAPORE: Volume slumped to its 
| lowest level since February, averaging 
||. just 15.6m shares a day, worth S$25.6m 
cob (US$12.5m), as investors stayed away 
=} from the market. Only newly listed 
(o [p Tuan Sing Holdings provided some ex- 
|| eitement, closing 6 S cents down at 
(C EC31 S cents as shareholders sold stock. 
` SIA managed a 20 S cents gain to 
S$11.50. 





-| KUALA LUMPUR: Volume slumped 
even lower with an average of just 8.1m 
shares, worth M$13.3m (US$5m), 
traded each day. Prices rose before the 
weekend in response to better US 

trade figures but dipped in the absence 
. of fresh leads. A few blue-chips man- 
=q aged gains. Perlis Plantations jumped 5 
= >M cents to M$6.15 and Shell rose 15 M 
'| cents to M$6.5. 











BANGKOK: The market dipped in 
light trading. Activity on the local 
board was confined to a few 
speculators chasing new listings. The 
foreign board was active, Saha Union, 
Thai Farmers Bank, and Siam Cement 
aded at substantial premiums. OCC 
se Baht 40 (US$1.57) to Baht 490. 
International Cosmetics fell Baht 26 to 
Baht 232. 


- MANILA: Prices weakened as invest- 
: ors continued to drift away from the 
.] market, attracted by higher yields in 
.| the money market and the black mar- 
^] ket for US dollars. Among the few ex- 
. ceptions were PLDT, which gained P1 

to P211 (US$9.8), and San Miguel-B, 
| which was unchanged at P226. Aver- 
+ age daily turnover was 478.6m shares, 
|^ worth P26.25m. 











prices pushed shares sharply lower late 


advanced in line with Wall Street's 
strong performance. The All Or- 
dinaries Index closed 24 up at 1,539.8. 
Gloom spread to most sectors of the 
market, though CRA finished 10 A 
cents (8 US cents) higher at A$8.3 and 
NAB gained 60 A cents to A$7.02. 


~ | in the period. Earlier, the market had 


NEW ZEALAND: The takeover of Met- 
ropolitan Life by FAI of Australia 
boosted volume and prices early in the 
period. Good results from Industrial 
Equity Pacific and Fletcher Challenge 
supported the rise. Fletcher Challenge 
rose 8 NZ cents (5 US cents) to 
NZ$4.84. Brierley fell 1 NZ cent to 
NZ$1.35. Volume for the period was 
76.89m shares, worth NZ$109.93m. 


TAIPEI: The weighted index climbed 
back through the 8,000 level as invest- 
ors chased industrial shares. Average 
daily turnover for the period was down 
slightly from its peak of NT$50.7b 
(USS1.75b). Taiwan Cement rose 
NT$16.5 to NT$163, a gain of 11.3%. 
Plastics company San Fang Chemical 
gained NT$9 to NT$59.5, an increase 
of 17.8%. 


SEOUL: Even the opening of the 
Olympics could not dispel the market's 
gloom. The index lost 3%, as liquidity 
remained tight. Securities shares drop- 
ped 4.9% and construction stocks fell 
6.3%. Poor performers included 
Sammi Steel, which lost 17.6% J and 
Tongyang Nylon, which dropped 
9.8%. Volume averaged 7m shares a 
day, worth Won 124.7b (US$173.2m). 


BOMBAY: Speculative buying and in- 
stitutional support pushed the market 
to its highest level of the vear. The BSE 
Index finished the holiday-shortened 
period at 643.87, up 23.86 points. 
Cement and car stocks led the surge. 
Associated Cement jumped Rs 19 
(US$1.23) to Rs 275. Bajaj Auto 
finished the period Rs 21.25 higher at 
Rs 293.75. 


NEW YORK: The Dow Jones Industri- 
al Average jumped 17.6 on 14 Sept. on 
news that the July trade deficit had nar- 
rowed, closing above 2,100 for the first 
time in more than a month. Prices de- 
clined later on profit-taking. Volume 
for the period was 848.25m shares. The 
Morgan Stanley Capital International 
Index gained 4.1 to close at 441.6 on 16 
Sept. 
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first goal as a bank is to help 


our customers meet theirs.” 


In today’s integrated markets, you need the vast resources, 
breadth of service, and global perspective of a first-class, universal bank. 
The Sanwa Bank is that bank. 


| he business world is a shrinking world. 


IA. New technologies have brought farflung 


markets closer to home. Companies in one 
country are building more and more facili- 
ties in others. And entire regions routinely 
look elsewhere for the help they need for 
projects in their own backyard. 

But strangely enough, as our business 
world shrinks and becomes more integrat- 
ed, your financing needs grow larger and 
more complex. 

Now you need to keep on top of global 
markets. G/oda/ opportunities. And g/oda/ 
risks, 

And to do this, you need more than 
conventional banking strengths. 

You need vast resources, breadth of 
service, and a truly global perspective. 

You need the services of a first-class 
universal bank. 


The Sanwa Bank has set out to pro- 
vide these universal banking services 

Already the fifth largest bank" in the 
world, with total assets of US$224 billion, 
Sanwa also has a vast network with 44 
offices, and 28 subsidiaries and affiliates in 
26 countries. These cover almost every 
field of financial activity, including: 


Wholesale and retail banking; 

Underwriting, dealing, and trading in 
major capital markets; 

Leasing; mergers and acquisitions, and 
venture capital: 

Project and trade finance; 

Asset management and investment advi- 
sory services; 

Consumer credit, electronic banking, 
and cash management: 

And advanced, value-added information 
services, among others. 


How these multimarket capabilities 
help our customers today 

With these combined resources and 
multimarket capabilities, the Sanwa Bank 
is now better positioned than ever to help 
with your financing needs. 

We can uncover opportunities that you 
may never have realized before. 

We can engineer services that you may 
never have thought to use before. 

With the result that you may be able to 
meet your business goals faster, more 
smoothly, more completely. 

And achieve greater growth than you 
ever thought possible in today's shrinking, 
interdependent markets. 


M Sanwa Bank 


Sanwa bankers are working for you everywhere. 


*1987 Institutional Investor survey 
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SINGAPORE RIVER TODAY 


... still flows around the 
Hotel New Otani Back in 1819, 


Stamford Raffles, the founder of Singapore, landed 
at the mouth of the Singapore River. Today, quaint, 
old buildings and a bit of the old way of life still 
surround the Hotel New Otani. 

Being in the midst of the past is only one of the 

great advantages of staying with us. Of course, you'll 
also find all the facilities 
you've come to expect from 
a New Otani hotel. 
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HOTEL NEW OTANI SINGAPORE 
177A River Valley Road, Singapore 0617. Tel: 3383333. Fax: 3392854, Tix: RS 20299 SINOTA. 





For reservation and information, please contact The New Otani international Sates Office: in the United States (890)421-8795. Toll-Free 
California (800)252-0197. Toll-Free, Hawaii (808)92 1-1555, United Kingdom (01)731-4231, Tix: 8950113. Japan (03)221-2016, Tix: 24719 

Hong Kong ($)292723, Fan: (5)861-3549, Tix: HX 86025 

Hotel New Otoni Regional Soles Office ln Kuala Lumpur 550110975501 HU, Tir: MA 38642. Jakarta (2133-507 (Ext, 290), Tix: 42628 NPI IKT 
Reservations are also available through Utell International, Int'l Airlines and Travel Agents throughout the world 





“Look after this 
planet, it’s the only 
one we have” 


A personal message 


from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction 


Our life-support system 


All life on earth is inter 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have 
Write for further information to 
WWE International, CH-1196 





WWF 
World Wide Fund For Nature 


— 




























H 
i 


i 'H M x 
TEEI ETES 
i T DK Shee à 


iii 
i 


una TUN 
tup 





e Although AMM is sold 


Hs . regular subscriber to 


iE 












11 









i 
t 


maparaan mrn etd de rm ht 









| 
uf 
d 
H 


E 
t 
Fi 
5 
dos 
n 











Jum te. 





B z- il3o* $ , 
di à LI 
z9RVRRS FeSpEEes gah ks de ERE 


H 
qe 3 "iH 
quot pr dfe 
E " ins 
BER 
i 






Um 


HE 
‘i 
sH E : FARIAN n 
i 
ri 





gs 
eee tt 
3 


Each issue of AMM 

contains... 

€ Highlights of market trends 

€ Detailed market 
Ob 

€ Objective reports on 
sectoral developments 
and the reasons behind 
them 

€ Highlights of the results of 
significant large and 

€ informed analysis and 


opinion and much, much 
more 





only on subscription 
now you can sample a 
single issue by sending 
. US$15.00 along with the 

completed coupon. 

€ Discover for yourself just 
how great the dividends 
can be from being a 































are making it possible for you to receive a single value packed issue. look at 
thing you'l get in each issue of AMM. 

Concise Coverage of Asia's Stockmarkets 
Each weekly issue of AMM contains concise, comprehensive coverage and analysis of Asia's 
fast paced stockmarkets. The kind you need to help you assess your current portfolio and to plan 
your future moves, 


AMM Can Help Eliminate Uncertainty 
While AMM can't guarantee you success and profit, it can help you to eliminate some of the un- 
certainty you might otherwise experience. In short, you will be better prepared by better 
informed to make investment decisions now and in the future. It is always recomn d how- 


A Heritage Second To None 


AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of Review Pub- 
lishing Co. Ltd., publishers of the highly regarded Far Eastern Economic Review, Asia's recog- 
nized authority on the regions' political, economic and financial affairs. Our Company's consider 
able experience goes into making AMM an authoritative source of market information. 

ise Inv 


With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good 
restaurant, AMM could well prove to be the least expensive investment you make this year. 1t 
might also prove to be the one of the wisest. Read what this report has to say before you make 
your next investment decision. 

Unqualified Money Back Guarantee 

If for any reason after you've received AMM you wish to cancel your order you may do so at any 
time and receive a full refund of the unused portion of your payment. 

Don't Delay ... Order Now 

Order now while you're thinking about it and begin receiving the kind of i ormation you want and 
need about the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND 
KOREAN stockmarkets. 
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To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., 
GPO Box 160, Hong Kong. 
C1 Yes! Please enter my order to Asian Markets Monitor immediately so that i can begin to benefit 
from the investment intelligence | will receive each week. | prefer 
C] 1issue — US$15.00 
L] 26 issues — US$327.00/£198/HK$2,550 
[J 82 issues — US$599.00/£363/HK$4,670 
You may forward payment in equivalent local currency 
L] Pencose. .. — in payment thereof (cheque payable to Review Publishing Company Lid) 
Or, please charge my credit card (tick one): 
L] AmericanExpress C] OinersClub © MasterCard ©] Visa 


(please print in block letters) 
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This new program is presented jointly by 
AUSTRALIAN MANAGEMENT COLLEGE 
MT ELIZA (formerly The Australian Ad- 
ministrative Staff College) and the 
GRADUATE SCHOOL OF MANAGEMENT, 


: i MONASH UNIVERSITY 
MT E 


AUSTRALIAN PROGRAM CONTENT 


23 OCTOBER to 4 NOVEMBER 1988 ee CECE The program will be conducted as a two- 
week fully residential program at the 
AUSTRALIAN MANAGEMENT COLLEGE 
MT ELIZA (formerly The Australian Ad- 
ministrative Staff College) and will include — 


A INTERNATIONAL 
= MANAGEMENT 
PROGRAM 

















The knowledge of the environment — economic, ENVIRONMENT OF MANAGEMENT MANAGERIAL FUNCTIONS 


social and political — of the region, development of Futures International Strategic Thinking 
appropriate strategies and plans, risk analysis, ^ Socio/Political Trends International Marketing 
. identification of market opportunities, and issues Economic Issues Financing International Operations 
. relating to distribution systems, joint ventures and Multiple Stakeholder International Business Operations 
. financing are important to success. Priorities 
“|. This program addresses these and other related 
-|. issues in a practical and pragmatic fashion. Special- MANAGERIAL SKILLS INDUSTRY STUDIES 

. ists with strong international management back- 
ground will service the program and provide imput. 


It is neither a ‘trade’ nor a ‘cultural’ program. It is ENQUIRIES 
| va being more effective in international busi- The Reps rap Austtaltan T E 


IN ment College Mt Eliza, Kunyung 

.'" Managers with responsibility for international op- g Road, Mount Eliza Victoria 3930, 

<- erations, marketing managers, export development FEES Telephone: (03) 787 4211, Tele- 

|. Managers, product and brand managers and those Fees for each participant will be grams Austadmin, Telex: AA36677, 
© likely to be required to manage in an off-shore en- 4$3,950. These cover all education, International Telephone: +613 787 

^U terprise will find this program invaluable, accommodation and meals. Personal 4211, Fax: (03) 787 5139 

expenses are not included. 
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BUSINESS OPPORTUNITIES ~ PERSONAL 

THE 
PUBLIC ADMINISTRATION je eee DIPLOMAT HOTE 
LARGE, UNITED STATES Ment: ! | 
EFFICIENCY STUDY INTERIOR CONSTRUCTION 2 CHESHAMSTREEI 

HAKA AN FIRM Vi 
D i B GLADESH * Large, high-profile contracts in LONDON SW1X 8 DT 
=o The U.S. Agency for International Development Mission to the Northeast & in Europe. - TEL: 01-235 1544 

Bangladesh is seeking a firm to provide a team of senior consul- * Revenues exceed US $90MM. TELEX: 9226679 DIPLMT C 


| <- tants for a six-month assignment in Dhaka, Bangladesh. Highly profitable. ae | 
2 * Privately owned. SIUE 4905 3 VAT 


Send qualifications to: Double/Twin: £64.95 + VAT 


; Ali rooms with private facilities, cc 
SE dH acil ae our television, direct dial telephon 
Fax (201) 692-0718 un hairdryers, coffee and tea maker 

Substantial breakfast served 
Tel — (201) 692-1600 badrGoms. 






~The team will provide support to a high-level Bangladesh Gov- 
ernment Steering Committee which is responsible for prepar- 
. ing a study and recommendations for improving public admin- 
istration efficiency, focusing on central government opera- 
tioris, policies and procedures. 










The solicitation document, request for proposal (RFP) no. 
Bangladesh-88-16 will be mailed to interested firm, upon sub- 
mission of a written request to the Contracting Officer, 
|j USAID/DHAKA, G.P.O. Box 2593, RAMNA, DHAKA-2. 

. Bangladesh, or ANE/PD/PCS, Agency for International Deve- 
lopment, Washington, D.C. 20523, U.S.A. Proposals must be 
received in USAIDIDHAKA no later than November 3, 1988. 
















Readers are recommended 







to make appropriate enquiries and take appropriate advice be 
fore sending any money, incurring any expense or enterinc 
into a binding commitment in relation to an advertisement. The 
Far Eastern Economic Review shall not be liableto any persor 
for loss or damage incurred or suffered as a result of his/het 
accepting or offering to accept an invitation contained in any 
advertisement published in the Review. | 








For QUALITY response... 
advertise in this section. 
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FOR SALE BY INTERNATIONAL 




















Harbour Rocks Hotel, Holloways Beach Resort, Coral Beach Resort Clifton 
The Rocks, Cairns, North Queensland. Beach, Cairns, North 

Sydney. Just 6km north of Cairns Queensland. 

Å rare opportunity — A 56room International Airport. Existing On the Marlin Coast in Australia’s 
hotel development in one of beachfront motel, to be sold with fastest-growing tourism centre. 
Sydney's prime tourism locations. ^ Building Approval for 138 room 276 room resort on site on 

Retail component already leased. resort concept. Transferable tropical beachfront, complete 

Full hotel licence included. limited hotel licence. with Building Permit for immediate 


commencement. 


These exciting developments are offered individually or collectively for Sale by 
International Tender. Tenders close Thursday lOth November 1988 at 4.00 pm. For 
further details, and brochures, contact one of the representing agents: 
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Bayleys Real Estate (NSW) Pty Ltd. Level 11, Standards House | Special Projects Division Ist Floor, Beachcomber Building, Hanlar Street, E 
80 Arthur Street, North Sydney, New South Wales, Australia Phone (02) 922 4511 Surfers Paradise, Queensland, 4217, Australia, Phone (075) 501 055 PÀ 
Fax: (02) 929 0482 Contact: Bruce Whillans Fax: (075) 921 632 Contact: Bill James, Don Dietz, John Doak i 
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A’ the rest of Brunei dozed in its 
timeless parochial slumbers in late 
August, the Brunei armed forces val- 
iantly fought off a major “invasion” 
from the fictitious state of Fantasia. 

Fantasia had amassed more than 
3,000 well-trained troops armed to the 
teeth and a naval task force that in- 
cluded an aircraft carrier bristling with 
potent Sea Harrier fighter jump jets. 

In defence, the Brunei army mus- 
tered two infantry battalions of just over 
2,000 soldiers, with Rapier air-defence 
missiles to protect against the prying 
Sea Harriers. The Brunei navy sent its 
small Waspada patrol boats armed with 
Exocet anti-ship missiles out to meet 
this naval battle group and defend its 
prized offshore oilfields. 

The “war” lasted for two weeks. It 
began with low-level insurgency within 
the country which quickly escalated as 
the heavyweight presence of Fantasia 
became involved. The fighting was hard 
and merciless. But in the end, with al- 
lied assistance in the guise of British 
reinforcements from Hongkong, and 
also a British Gurkha battalion perma- 
nently deployed in Brunei, Fantasia and 
rebel forces were defeated. 

The “conflict” was, however, a war 
exercise, code-named Setia Kawan. 
Fantasian troops were British troops 
flown in from fongkong, and the air- 
craft carrier task group were Royal 
Navy warships passing through the area 
on their way to Australia. 

It was designed to test the Brunei 
army's defence capabilities: to see how 
it could cope with a lengthy campaign, 
and compete against a highly soles 
sional and well-armed aggressor. 

The scenario enacted, though make- 
believe, gave a good illustration of how 
Brunei defence planners see their po- 
tential threats. The sea-borne dimen- 
sion was just a British flag-flying exer- 
cise — Brunei does not expect its poten- 
tial enemies, which military officials re- 
fused to indicate, to be equipped with 
aircraft carriers. 

However, that the “war” began with 
internal insurgency brought on by 

erilla activity flaring into a full-scale 
invasion reflects the government's view 
that rebellion and domestic instability is 
where the main threat to the state lies. 
Unlike other states, where the internal 
security organs, such as the police and 
the military, are separated, close cooper- 
ation exists in Brunei. Military officials 
readily admit an important task of the 
Brunei armed forces is to assist and sup- 
plement the police force's work. The 
police and armed forces' fiscal appropri- 
ations are grouped under the same cate- 
gory of security in the national budget. 

The state is an autocratic monarchy 
ruled by the Sultan of Brunei, Sir Has- 
sanal Bolkiah. He accepts no opposition 
or criticism of his rule, however mild. 


130 


A major reason for such intolerance 
is the memory of 1962. In that year Has- 
sanal's late father, then the reigning 
monarch, Sir Muda Omar Ali Salifud- 
din, held parliamentary elections for the 
first, and probably the last, time in 
Brunei's history. The opposition Brunei 
People's Party, advocating a mix of anti- 
monarchist and pro-Indonesian union 
views, won a resounding victory, and 
called for independence from British 
colonial protection, then the main 
guarantee to Brunei's survival as an in- 
dependent state rather than as a part of 
the Malaysian Federation. 

A rebellion aimed at toppling the 
sultan ensued. Only the arrival of 
British troops who crushed the revolt 
saved the monarchy. And since then, 
under emergency powers, the monar- 
chy has maintained iron-rod rule. The 


TA) MING CHEUNG 


The sultan goes to ‘war’: military extravaganza. 





trauma of the event remains deeply 
ingrained in the palace. Many of the re- 
bellion leaders remain imprisoned or 
disbarred from returning to Brunei. 

Although Setia Kawan was intended 
only as a military exercise, it also served 
as an opportunity for the Brunei authori- 
ties to show off their security capabili- 
ties, externally and domestically. 


A: well, the exercise illustrates the 
close defence relationship the sulta- 
nate and Britain maintain. Hassanal 
himself was trained at the British Royal 
Military Academy at Sandhurst, though 
he never completed the course. Many of 
his top military aides are also British- 
trained, or are indeed British officers 
seconded under a defence agreement 
between the two countries. 

The British connection has seen 
Brunei turn to London as its main arms 
supplier. The Brunei army’s limited ar- 
senal includes the British-made Rapier 





air-defence missile system and 16 Scorp 
ion light battle tanks. Brunei is also now 
thinking of purchasing additional patro 
boats, and light attack and maritime 
surveillance aircraft. The sultanate has 
already turned down a British offer tc 
sell it a number of patrol craft, and it i: 
believed Singapore is now favourite tc 
clinch the order. 

Undeterred, the British are believec 
to be pushing hard for the sale of th: 
British Aerospace Hawk light fighte 
Setia Kawan provided an excellent oj 
portunity to show off British systems it 
an operational environment. The sultar 
himself spent an entire day on the air- 
craft carrier; HMS Ark Royal, closely 
observing the equipment around, in- 
cluding the Sea Harrier. That Hassanal 
spent such a lengthy time on board 
"shows he is very interested in what the 
British has to offer," said one observer. 

The final battle scene to the war 
exercise was a fitting climax to the mili- 
tary extravaganza — the Battle ol 
Waterloo and Apocalypse Now com- 
bined. It was located in a valley sur- 
rounded by dense jungle vegetation im 
the Sungai Liang area of the state. 
Below, were Brunei soldiers camou- 
flaged as roving trees or pruned bushes 
to blend into the undergrowth. On tog 
of one of the hills were the top brass, the 
sultan included, seated comfortably on 
a grandstand. And dancing across the 
treelines to the sound of their own hyp- 
notic rotor beats were Huey helicopters 
— those quintessential symbols of the 
US military in Vietnam. 

The Fantasia forces were making 
their last stand, with the Brunei forces 
in hot pursuit. Heavy artillery bombard- 
ment and aerial attacks rained down on 
the hapless Fantasia troops, as the 
Hueys airlifted hundreds of Brunei sol- 
diers for the final assault. The set piece 
lasted only an hour, and the Brunei 
army emerged the winner. 

But the action was not all over. With 
the exercise concluded, the sultan went 
down to congratulate his victorious 
troops. He also displayed his military 
prowess by picking up a machine E. 
First, he fired down into the valley 
Then, with a malicious grin, he turned 
and sprayed the visiting press party — a 
rare phenomenon in secretive Brunei. 

Luckily, the machine gun was loaded 
with blanks, though to the targeted 
journalists, who ducked for dear life, it 
sounded and blazed away just like a real 
one. The assembled British and Brunei 
top brass clapped in approval. The sul- 
tan had never been fond of the press. 

— Tai Ming Cheung 
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Comfort can go a long way in making a 
EE." shorter. That's why our first dass 
passengers relax in luxurious sleeper seats, 
on all our widebody flights. 

So after you've enjoyed our superb in-flight 
service, stretch out and 
sleep. Allthewayfrom FIRST & 


Miami to Singapore. 
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Setting new standards. 





THE DESERT. NOT AS EMPTY AS IT LOOKS 


Wahiba Sands: The discoveries made at Wahiba Sands $i" 


dae passed all expectations. More than 150 differea 
a living laboratory. plants were identified. Some 16,000 invertebrat 
from 41 taxonomic groups revealed the divers; 

The word desert suggests a place utterly arid of life within the sands. 
and sterile. In fact, deserts have complex ecosys- "Scientific expeditions depend on cohe: 
tems. Plants and trees that thrive in them could — team-work, good communications with lc 
be used better for food, fuel, shelter and as a way guardians, and reliable field equipment, s. 
of controlling the shifting sands. Scientists are Nigel Winser, who co-ordinated the expeditio 

agreed that, to control moving deserts, they must eight scientific studies. 

learn more about the dynamics of sand dunes. Of course, they needed a watch that wouic 
For these reasons, the keep constant time in the widely fluctuat `¢ 
Royal Geographical Soci- temperatures of the boiling days and freezing 
ety, in co-operation with the nights. A watch that wouldnt be affected by th« 

Government of Oman and sudden fierce dust-storms. 












the Sultan Qaboos Uni- So it was only natural that the Rolex Explore 
versity, mounted an expedi- IL a rugged watch, built to withstand whatevei 
tion in 1986. Its members extremes the elements can subject it W 
represented eight scientific to, became an invaluable part of the 
eee disciplines, all centrally co- expeditions field equipment. OLEX 
ALMOST HALF A MILLION . E of Geneva 
MILES OVERLAND ordinated. 







The chosen site was the Wahiba Sand Sea in 
the Sultanate of Oman, the best-known example 
of a small sand sea ecosystem in the world. 

Throughout the study's four-month duration, 
the mileage covered equalled 20 journeys 
around the world. 

The nomadic bedu, masters of their 
environment, shared knowledge gained 
from generations of camel and goatherd- 
ing. By contrast, NASA supplied up-to- 
date satellite images specially taken for the 
investigating team. 
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THE ROLEX EXPLORER Il CHRONOMETER. AVAILABLE IN STAINLESS STEEL 
WITH WHITE OR BLACK DIAL 


